wy awe 


ret ed pipe eh et 


Aarts 
Witter ie eects 
a 


ve era ged 
PEED EET 
if “r 


ph Deeds i os 


bay, 
PA phckene #7 
Baer 


nar bs 
zh 


ener 
va sede d ay 


i 


awe rhepe 


ogi ant 
<) pubfetgiale pau abom te saqals 
os ? elegy: ne 

eben ie 

Ay Dade da deaels, 


i Spa daesiis chin ye 
Waban Mi seateAnl ig a AN iad fadal add oh be 
Hab ipoaubenglida igang 
{ane tess Maddala 


ja koe Oe SiO SEN ie ‘ 7 as sf 
} Liu gig » i pee iy Lad ‘ Lapa dpe ured 
mu) aren HS 7 A , fr " ’ b der: 


Tabs Ged cdad¥ i Say J B 
pho aver a a ht ‘ Ora) 
palais We) ig 


mt tt aatalyratedy 
Wn ee) a4 “NEY 
v nad Ped AWD gine 4 ght Bitte! “ 
Arrest one Nay Ae 
Dede ohiea 


vie 
‘a duis ; 


gol) x vay ik z me Ake ay iy a 1 rep 
Thar vader Pavecel addenda ; eiphatpagigrotang lati DE aA A MR Me AA abated 
Uses asa beh ; i ff ais ; : sy acihuits dette Heabal Tas via eluate tasted 
GR VER Si Parsee a ae peered 
REA Elsa ation dfs 
ys) Hay 


« 3 
ME phd ey" may 
salon ed SAg phe iso eT Ut 
TiS Mie ia LA ee 
that 


dali 


Hh 7 ei 
hell ag i7 hii iPr Es 
dye ke Ee LAST i pia 


vine 


Hi wrdale 
Wea ys 


ee 


hh 
ey 
i t 
Ves 
le 


Hn 
Hie 


== 


Bre Hi 
a 


484: 
DHE 
44 


ay 
pn 


SF SSseS 


aay 
4 


“ mie 
i ou 


Pa 
ye CRY 


H 5 
See S3 A YG 
WM oR 


Heeryey yay 
Avnet 
vey 4 . Rha 
Oar 5 + 4 
eee NINDS fs 
osreb 


seeders 
wn 


vs 


cays 153) 
Se a bib 
BRT Er 


ves POT Pre Oh eal bo 
pee) Riek weg 
1S, oe Sei T 


Whe 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61116339151 


‘he 
Po 
va 
a 


. if aA 


if 


| | : 
- i 
Ue Le 


oa 


Be ic pesos. | 
PAN i ea Aa Wea * 


% : - > ye : * i 


oa b a ae ee 


; ; ya : Astin me rt 


MERCHANDISING FILE =C# ~ 


PT wT AT aot 
UNIVERSITY 0! 1 v8ONTO-— 
O j 


CANADA 
DOMINION BUREAU OF STATISTICS 


CENSUS OF MERCHANDISING AND SERVICE ESTABLISHMENTS 


Le. 
/ 


ff 


fo 


OPERATING RESULTS 


oo 
vy 
ef? 
: tai 
<} 
zh a Les da! Py 
ay le y 
te so. oO 
e\ Ae 


COUNTRY GENERAL STORES 
IN CANADA 


| 
| 
1938 


= CehemabacP); opatbaaig axe OE | 


Published by Authority of the HON. W.D. EULER 
Minister of Trade and Commerce. 


OTTAWA | 
1940 


Price 15 cents 


Pr te ca OS RS Tas SES 


a7 EIA DATTA RA 


eh 
hy > cv 
| By + 


enon 


2anOTe JAASMAD YAT 


AGAAD Vi 


ALAS CF MOM sito cinedisA yd badaildin 


sonnel bag SbarT Yo eit Mi 


i 
pir sess Se . ae ) 
° . 
¢ Le - 
D>. a 
|S » | 
Ta F 


Series 1938--No, 21 


Published by Authority of the HON. W. D. SHULER, M. P., 
Minister of Trade and Commerce 


a i oe 


DEPARTMENT OF TRADE AND COMMERCE 
DOMINION BUREAU OF STATISTICS 
INTSRNAL TRADE BRANCH 
OTTAWA, CANADA 


Dominion Statistician: “RH, Chats, ULeUly EnV eete | Pr6.8.”  thona lt 
Shief, Internal Trade Branch: Herbert Marshall, B,A., FeSeSe 
Statistician: i fo G Stéedman, Beh. 


Price 15 cents. 
CENSUS OF MERCHANDISING AND SERVICE ESTABLISHMENTS 


Operating Results of Country General Stores in Canada, 1938 
introduction 


This report is one of a series presenting average operating results in 
farious branches of retail trade in Canada in 1938, The basic data from which the re- 
ort was compiled were secured in connection with the annual survey of retail trade, con- 
lucted by the Internal Trade Branch of the Dominion Bureau of Statistics and designed 
orimarily to provide information regarding annual trends in various kinds of business in 
the several provinces, 


Results of the Census of Merchandising and Service Establishments for 1930, 
aken in connection with the last decennial census, show that there were altogether 11,915 
sountry general stores in Canada that year, Country general stores consist of those re~ 
sail stores located mainly in places of less than 1,000 population and selling a general 
line of merchandise, Approximately 3,000 country general stores report to the annual sur- 
rey of retail trade. But many of these firms, while able to report general information 
such as total sales, payroll and inventories carried, are unable to furnish a breakdown 
of their operating expenses. Returns from 785 firms were utilized in the preparation of 
the operating expense analysis presented in this bulletin. The present report represents 
the first attempt of the Bureau of Statistics to provide an analysis of operating results 
for the retail trade. Such am undertaking is rendered difficult because of the lack of 
strict uniformity among business houscs in classifying and recording expense data, For 
this reason the figures published here must be considered as indicators of general rela- 
bionships rather than as material, the absolute accuracy of which can be guaranteed, 


Summery of Results 

Seles of country general stores in Canada in 1938 were slightly lower than 
in 1937. Slight geins in the Prairie Provinces were more than offset by losses in the 
fast and British Columbia, resulting in a decline of 1.3 per cent for the country as a 
whole, Aggregate sales for Canada in 1938 were estimated at $195,866,000 compared with 
6198 ,480,000 in the previous year. Percentage changes in sales over the two-year period 
for the various economic divisions were as follows: Maritime’ Provinces,-2.9; Quebec,-1.43 
Mtario,-3.l1; Prairie Provinces, +0.6, and British Columbia, -1.1, 


Analysis of operating results for the 785 country general stores furnishing 
jétailed figures and included in this survey reveals an average net operating profit of 
L.5 por cont of sales after making provision for an imputed valuc of proprietors’ serviccs 
but before making provision for any interest payment on own capital investments,.- Gross 
margin or profit averaged 16,1 por cent of sales while operating expenses totalled 14.6 
ber cont of sales. The stock-turn ratio dorivod from annual sales reduced to a cost basis 
and the average of the yoar-end inventorics indicated that stocks were turned over 3,3 
times during the ycar, 


Of the 785 country genoral stores included in the survey, 492 or 63 per 
cont of the total number secured a profit on the year's operations while 293 or 37 per 
cent operated at a loss. The profitable firms had a higher gross margin, slightly higher 
rato of stock turn and lower oporating expenscs both in total and for almost all of the 
individual oxpense items reported, than had tho unprofitable firms. The 492 profitable 
firms operated on a gross margin of 16,9 por cont of sales, had operating expenses of 
13.8 per cont of sales rosulting in a not profit of 3.1 per cont, and turned their stocks 
on an avorage of 3,4 times por ycar, The 293 unprofitable firms operated on an average 
gross margin of 14.3 por cent of sales, had operating expenses of 16,4 per cent resulting 
in a net loss of 2.1 per cont of sales, The unprofitable firms turned over their stocks 
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om an avorago of throo timos por year, 


The proportions of profitable and unprofitable firms varicd considorably 
for various sizcs of business and for different regions of the country. The survey in 
cludes no storos with annual sales of less than $10,000, Fifty-five por cont of the 
stores with annual sales of between $10,000 and $20,000 operated at a profit; 58 per cent 
of tho storos having annual sales of botweonm $20,000 and $30,000 secured a profit on the 
year's operntions; 62 por cont of the stores in the $30,000 to 350,000 group were profit- 
eble-.while amongst stores having annual sales of over 350,000 the ratio of profitable to 
total mumber was 78 per cont, 


Whon the sample is classified geographically it is seen that the proportion 
of profitable to total stores ranged from 51 per cent in Quebec to 74 per cent in Alberta. 
The proportion of profitable to total stores reporting was 67 per cent for the Prairic 
Provinces as 2 whole, 66 por cent for British Columbia, 64 per cent for Ontario, 63 per 
cont for Saskatchewan, 61 por cent for Manitoba and 55 per cent for the Maritime Provinces, 
imnueal sales per store averaged epproximately $31,000 for Menitoba and Saskatchewan and 
rangod within narrow limits of (340,000 for onch of the other provinces, 


Gonoral Operating Exponse Analysis 


In addition to reporting total figures cach firm was asked to give a break- 
down of its total expenses into thirtcon difforent items. Payroll and occupancy costs 
ere the two large items contributing to tho total expense which averaged 14.6 per cent of 
annual sales for the 785 storcs reporting to the survey. Payroll accounted for 60 per 
cent of this figure forming 8.6 per cent of annual sales, Included in the payroll data 
are salarics and wages of employees and an estimated value for services of those pro- 
priotors who devoted the major proportion of their timc to the operation of the business, 
The amounts attributcd to thoso proprictors wore determined in the following way: the - 
expense schedules askod that tho number and salarics of proprietors receiving a stated 
salary be reported, It also asked for the mumber of proprietors who did mot reccive a 
stated salary but whose remuneration consisted only of profits secured from the year's 
operations, The returns of those firms roporting proprictors' salaries were used im. — 
arriving at an avorege salary por proprictor for stores in different sizes of business. 
Those averages were then assigned to all proprictors in coach size class irrespactive of 
whother or not stated salarics were reported. This practice leads to the classification 
@s unprofitable of some rcturns whose ectual figures may have shown a profit due to a 
very small amount being reported for proprictors' services. On the other hand, it trans- 
ferred to the profitable classification somo returns on which the appearance of an unduly 
large item for proprictors' salarics would havo assigned to the unprofitable group had the 
figures been used as reported. 


Average values of proprictors' services for various size classes as used in 
the survey are as follows; 


Average Salary per 


Proprietor 


Amount of Annual Sales 


° 3 
40,800 t= 195999 . 900 
20,000 = 29,999 1,200 
30,000 Lets ye eh 1,300 
40,000 = 49,999 1,300 
50,000 - ps9 99 1,500 
60,000 = 69,999 1,600 
70,000 = 79,999 1,600 
80,000 + 89,999 Lb, 700 
90,000 = 99,999 1,790 
100,000 = and over 2 5000 


On allocating these amounts to proprictors for the various size classes 
proprictors’ services are estimated as 2.8 per cont of sales, Employees! salaries and 
wages formed 5,8 por cent of sales, making a total of 8,6 per cent. It should be noted 
that proprictors' services wore estimated in the case of unincorporeted companies only, 
Proprictors of incorporated firms were considored as employees and their remuneration 
was included with salarics and wegcs paid to omployees. Doviation from the usual 
practice was made in tho case of partnorships: reporting more than one partner actively 
engegod in tho business, In such instances the average salary shown above for the corres-= 
ponding size of business was allocated to one proprictor only. One-half the average 
salary for the same size class was allocetod to each additional proprictor, 
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In stores having an annual turnover of betwoon $10,000 and $20,000, pro- 
priotors' sclarios formed 5.9 por ccnt of sales while employees! salarics and egos formed 
anothor 3,3 por cent. Corresponding ratios for storcs with annual salos from ¢ $20,000 to 
$30,000 wore 4.4 por cent for proprictors' salarics and the same amount for Sane ain 
For storos with annucl sales of $30,000 to $50,000 tho payroll ratios were 3.0 per cent for 
proprictors and Ds 5 por cont for omplayoos while for the largest size group (stores having 
annual sales of »50,000 or more) the ratios were 1,0 per cont for proprictors' salarics 
end 7.0 por cont for salarios and wages of employees, The doclining relative importance 
of proprictors' salarics in tho totel payroll cost as sizo of business increases is a 
naturel consoquonce of the fact that in the smaller stores the proprictor performs a great 
many of the tasks normally carricd out by omployecs in the largor firms. It should also 
be romombercd that some of the larger stores are operated undor the corporato form of 
ownership, under which conditions the salarics of working proprictors are automatically 
included with wages of employees, 


The necessity of allocating an imputed value for services performed by pro- 
prietors introduces an unavoidable element of arbitrariness in the operating results for 
retail stores, The attached tables give separate ratios for proprietors'and employees! ~ 
salaries, Any owner who does not draw a stated salary and who wishes to compare his re 
sults with the averages for his size of business can deduct the proprietors' payroll per- 
centage shown from the total operating expenses and add the same percentage to net profit, 


Advertising costs formed 0.3 per cent of country general store sales while 
"supplies" including wrapping paper, bags, twine, etc., amounted to another 0,8 per cent 
of sales, Communication costs, including telephone, telegraph and postage amounted to 0,3 
per cent while bad debts amounted to 0.7 per cent of sales, 


Rental costs averaged 1.6 per cent of sales for stores in rented premises, 
The survey questionnaire contained six other items closely allied with occupancy costs and 
figures for which are significant only when considered separately for owned and rented 
stores. Taxes (including property and business taxes) formed 0.6 per cent of sales for 
owned stores and 0.4 per cent for stores in rented premises. Insurance costs averaged 0.6 
and 0.5 per cent of sales for the two types. Light, heat and power costs were the same at 
0.6 per cent for both owned and rented stores, Repair costs amounted to 0.4 per cent in 
owned stores and 0.3 per cent in rented stores, Depreciation averaged 0.8 and 0.5 per cent 
of sales for the two types. Interest on borrowed money, including mortgage interest but 
exclusive of any allowance for interest on own capital investment amounted to 0.3 per cent 
of sales in both owned and rented stores, Sundry expenses which could not be allocated to 
any of the above classifications formed 0.3 per cent of owned=store sales and 0,4 per cent 
of sales for stores in rented premises, 


Operating Results for Stores Classified According 


to Size 


In addition to presenting a breakdown of operating expenses for all country 
general stores reporting expense data, the attached tables present similar statistics for 
stores classified into size of business groups, 


In comparison with the average ratio of 16.1 per cent of sales for the entire 
group of 785 stores, gross margin formed 17.4 per cent of sales for stores having annual 
sales of betweom $10,000 and $20,000, 16,0 per cent for stores with annual sales of $20,000 
to $30,000, 15.6 per cont for stores with sealos between $30,000 and $50,000, and 16,1 per 
cent in the group having annual sales of more than $50,000, 


Total operating expense ratios show a regular tendency to decline as the 
amount of ennual sales incroase. Om the other hand, the rate of stock-turn is slightly 
greater for stores in the larger sized groups than for the smaller stores, Total operating 
exponse ratios and stock-turn for the various sized clesses are as follows: Stores with 
annual sales between $10,000 and $20,000, 163.4 per cent for total operating expenses with 
stocks turned 2.6 times; stores with sales between $20,000 and $30,000, 15.1 por cent and 
stocks turned 3 times; stores with annual sales of between $30,000 and $50,000, 14,3 per 
cent for total operating oxpenses and stocks turned 3.2 timos; and in the largest size 
group, stores having ennual sales of over 350,000, the total operating expense ratio 
emounted to 14,2 per cont of sales while stocks were bought and sold on an average of 37 
times per ycar. 


Not profit for the yoar formed 1 per cent of sales in the smallest size 
stores, 0.9 and 1,3 per cont in the two middle sizes and 1.9 per cent in the largest size 
group of stores. 
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Regional Figures 


Average results for all stores reporting indicate that net profits were 
secured in a]11 economic divisions of the country, but were higher in the West than in the 
ast, In comparison with on average net profit of 1.5 per cent of sales for the country 
s a whole, results for the various geographical regions show net profits of 0,8 per cent 
or the Maritimes, 1,3 per cent for Quebec and Ontario, 1.6 per cent for the Prairie 
rovinces and 1,8 per cent for British Columbia. Comparisons of gross margins and total 
perating expense retios on a regional basis reveal that these items also increased from 
nst to West. Gross margin end total expenses expressed as percentage of sales are as 
ollows; The Maritimes, 13,8 per cent and 13,0 per cent; Quebec, 15,5 and 14,2 per cent; 
ontario, 16,2 and 14.9 per cent; The Prairies, 16.4 and 14.8 per cent; and British Columbia, 
[.2 and 15.4 per cent, 


Comparison of individual expense items on a regional basis indicate that 
dvertising expenditures were lower in the extreme East and Quebeg¢ than in Central Canada \ 
ad British Columbia, Advertising expense formed only 0.1 per cent of sales in the Mari- — 
imes and Quebec, 0,3 per cent in Ontario and British Columbia, and 0.4 per cent in the 
rairie Provinces, Communication costs varied little across the country, amoumting to 
2 per cent of sales in the Maritimes, Quebec and Ontario, and 0.3 per cent in the 
pairies and British Columbia. Occupancy costs including rents, taxes, insurance, light, 
eat and power, repairs and depreciation ranged from 2.8 per cent in the Maritimes to 3,6 
er cont in the Preiries, Bad debt losses were lowest in Ontario at 0.4 per cent of 
ales and highest in British Columbia, the Prairie Provinces and the Maritimes at 0.7 per 
ent. Bad debts formed 0,6 per cent of sales in Quebec, Payroll costs were 9,3 per cent 
f sales in Ontario, 9,2 per cent in British Columbia, 8.7 per cent in Quebec, 8.5 per 
ent in the Prairies, and 7.6 per cent in the Maritime Provinces, 


Explanation of Terms 


Gross Margine-Gross margin represents the difference between net sales and 
he cost of goods sold which amount is obtained by adjusting purchases of goods during 
he year for differences between year-end inventories, That is to say, cost of goods 
old equals the value of inventory at the beginning of the year, increased by the value 
f goods purchased and decreased by the inventory at the end of the year, Value of pure 
hases includes the invoice value of goods bought less any returns, allowances or dis- 
ounts received from manufacturers or wholesalers. The cost of goods also includes duty 
ud inward freight, express or truckage, Outward delivery costs and other store expenses 
re not included, 


Payroll-=Payroll includes salaries, wages and commissions paid to all full- 
ime or part-time employees including amounts paid to members of proprietors' families 
ho serve in the capacity of employees, It also includes an imputed value for the ser= 
ices of proprietors who devote the major portion of their time to the business in ques- 
ion. 


Advertisinge-Included in this item are all amounts paid for various types 
f advertising, newspaper, handbill, radio, etc. 


Suppliese-The amount reported under this heading includes expenditures for 
11 supplies used in connection with the business such as wrapping paper, bags, twine, 
ffice supplies and in addition supplies such as gas and oil for the firm's own delivery 
quipment. 


’ Communication--Telephone, telegraph and postage were to be reported under 
his heading, 


Taxes--All licenses and taxes including both property and business taxes 
ut exclusive of Dominion income taxes were to be reported here. 


Insurance=-Amount of premiums paid for insurance of all types carried in 
onnection with the business was to be reported; fire, theft, plate glass, insurance on 
Glivery equipment, etc, 


Rent--Only rentals paid for premises actually used in connection with the 
usiness were to be reported. 


Hoat, Light and Powere=-Water rates, if paid separately from taxes, were to 
@ included here in addition to all amounts paid for fucl, light and power, 
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Bad Dobt Losses--ach firm was asked to roport the amount actually written 
off as bad dobts ¢ during > tho year less bed debts written off in previous years and re=- 
covercd in the yoar in qucstion, In somo instances amounts transferred to bad debt re- 
serves may heave bcon reported rather thon the amount actually written off. 


Repeirs and Naintenanco--This itom includes amounts paid for repairs and 
maintenance to buildings, furniture, fixtures and store or delivery cquipment, Labour 
costs coming through the store's own payroll were to be included in the payroll item and 
not in this category. 


Interest--Only interest paid on borrowod money, bank, mortgage, otc., was 
to be reported. No allowance was made for interest on own capital invaetmant, 


Deprociation--Each firm was asked to report what it considered to be a 
fair charge for ennual depreciation on owned buildings, furniture and store or delivory 
equipment. From two to five per cont is generally allowed on the cost or purchase price 
of buildings depending upon the type of construction. Five por cent of cost is frequently 
allowed on store furniture and fixtures and twonty per cent on the cost of delivery equip- 
ment. 


Sundry Expenscs--This includes all expenses not otherwise allocated. No 
separate provision was made for amounts peid outside agencies for delivery to purchasers, 
Such amounts would normally bo assigned to the sundry expense itom, 


Stock-turn Rato--Rate of stock-turn was obtained by dividing the average 
of the year-end stock figures into the cost of goods sold. By this means the numerator 
and denominator in the ratio were brought to the same valuc basis. But no information is 
available to indicate the extent to which the average of the year-end figures may be re- 
presentative of the average stock carried Bea the twelve-month period. Thus while 
the ratios shown in the tables may be used as a basis for comparisons with individual re- 
sults, their accuracy as a measure of the numbor of times thet stock was turned over dur- 
ing the year cannot be guarantced, 
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FOREWORD 


For some time the Bureau has recognized the practical value of published 
information on average operating results, that is S, On average rates of expenses and 
profits, etc., in tke principal retail trades. Indeed the first studies of this 


_. nature were made for the year 1Y¥6&, ana since then an increasing demand for such 


information has been experienced by this Bureau. It is in response to this demand 
that the pres sent series of reports is now being issued. 


Concerned mainly with average expense and profit percentages, compre- 
hensive information on the operating results of retail stores deals with many of the 
Significant factors which eventually determine their success or failure. Such infor- 
mation therefore represents the results which many retailers have obtained in meeting 
the problems that are common to their particular kird of business. Statistics of 
this nature, moreover, have the practical value of enabling individual merchants to 
compare their own rates of expenses and profits with the results of similar stores in 
their trade, from which they can isolate for further analysis the areas in which their 
performance has been below average. The resulting opportunities for improving the 
efficiency in retail store managements may well be of some importance in peacetime 
as Canadian retailers under more competitive conditions endeavour to distribute the 
products of an expanded industrial economy. These considerations and possibilities 
have been set forth under the heading "Importance of Information On Operating Results 
in Retail Trade" commencing on page 2 of these reports. A separate discussion 
beginning on page 8 under the topic "How the Retailer Can Use Information on Operating 
Results" has also been included as a possible guide to retailers using the bulletins. 


It must be emphasized here, however, that the statistics presented in 
these reports are subject to important limitations in respect to their coverage and 
representativeness. This is because the figures are based, not upon a comprehensive 
survey of large numbers of co~operating stores, but rather upon comparatively small 
sample numbers of such firms. These samples, of course, should be large enough to 
permit the different influences affecting operating results to average themselves 
out and thus present the more typical operating experiences of stores in the different 
size and occupancy classifications of stores. For many kinds of stores, unfortunately, 
the number of usable returns when distributed between these classifications may be ~- 
too small to permit any special or erratic conditions completely to iron or cancel 
themselves out. These aspects of the reports are discussed more fully under the 
heading "Limitations to Information on Operating Results" on page 6 of the bulletins, 
and to some extent under "How the Retailer Can Use Information on Operating Results" 
on page ©, to both of which the reader is referred. It should therefore be noted 
that the present studies are tentative in nature and must await the results of sub~ 
sequent surveys for conclusive evidence as to the validity of many of the statistics 
herein presented, 


In spite of the preliminary nature of the statistics, however, these 
reports are being issued in the belief that they will at least reveal the future 
scope for such studies and may well provide some useful, although perhaps rough, 
indications of the operating experiences of the retail trades under review. The 
bulletins have been prepared in the Merchandising and Services Branch of the Bureau, 
of which Mr. A.C. Steedman, B.A., is Chief, by Mr. A.M. Chipman, M.B.A., 
Statistician in the Branch. ‘The suggestions of those obtaining and using these 
reports will be most welcome to the end that better and more useful studies can be 
made in future. 


Mechat hecctath. 


H. Marshall, 
Dominion Statistician. 
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QPERATING RESULTS OF INDEPENDENT RETAIL STORES, 1944. 


PART I - GENERAL SECTION 


This report is one of a series presenting average operating results in 
selected branches of retail trade for 1944 and, where possible, for both 1941 and 
1944. The first series of such studies was made by the Bureau for the year 19358 
and presented somewhat similar information on average operating expenses and 
profits against which individual firms could compare their own results. Since 
that time requests have been received on an expanding seale for corresponding 
types of reports, a fact which indicates tne growing interest of merchants and 
others in information on costs in retail trade. It is in response to this demand 
that these reports are now being issued. 


The basic information for such studies was obtained primarily for the 
purpose of improving the Bureau's estimates of the country's National Income which 
originated in unincorporated and independent retail stores. Such establishments 
predominate to a marked extent in retail trade, comprising 90 per cent of all 
137,331 stores enumerated in the 1941 Census, accounting for 55 per cent of total 
sales of $3,440,901,700, and providing a livelihood for nearly 132,000 proprietors 
and partners. The net earnings of these proprietors and partners thus represent 
an important contribution to the National Income totals. Aggregate figures on 
these net earnings, however, are not readily available to the Bureau. from other 
sources and for this reason it was decided early in 1945 to obtain the required 
information by a direct survey of sample groups of retail stores. 


Accurate and comprehensive figures on the National Income are now 
regarded as one of the best measures of the purchasing power and economic activity 
of the country. These statistics, consequently, are highly important as aids to 
both governments and business in the determination of their plans and policies, and 
particularly so in relation to the problem of maintaining high levels of employment 
within the country. Periodic surveys of retail trade will therefore be made to 
obtain the information necessary to estimate accurately the total net earnings of 
unincorporated retail stores for inclusion in the National Income statistics. 


In carrying out this task it is hoped that information on average 
operating results will be made available to retailers in even greater detail than 
has been found possible in the recent survey. Thus, the co-operation of retailers 
in supplying information on their own operating experiences has two beneficial 
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results. In the first instance, it enhances the accuracy of the Bureau's estimates 
of the National Income and the soundness of the governmental and business policies 

which are based on such figures. Secondly, the co-operation of retailers in these ~ 
surveys provides them with yardsticks of performance against which they can compare 
their own financial results. 


The figures which co-operating retailers supply to the Bureau on their 
costs, expenses and profits are quite obviously highly confidential in nature. They 
ave &rietly so regarded by the Bureau and are used ‘only for the two purposes just 
outlined with no disclosures of the results of individual operations being made. 


Information Contained in Reports on Retail Operating Results. 


The information presented in this and subsequent bulletins consists 
primarily of the financial results which the different kinds of co-operating stores 
obtained in the year under review. The information consequently covers such 
individual items as net sales, purchases of merchandise for resale and beginning 
and ending merchandise inventories, cost of goods sold, gross trading profits after 
costs of merchandise sold have been deducted from sales, the several categories 
of operating expenses incurred during the period and finally the net earnings 
available to proprictors after all costs and expenses have been subtracted from 
sales. In other words, the information here under study consists of the more 
important financial items usually found in the typical retail Profit and Loss 
Statement. 


There are of course many general factors which commonly affect the 
financial results of retail stores. Three of the more importunt of these consist 
of the kind of business, that is whether the store is a grocery, an apparel, a 
furniture store, etc., the amount of annual sales made by the store, and the basis 
of occupancy, that is whether the store is owned or rented. The reports of the 
coeoperating retail stores were therefore classified by kind of business and with- 
in the kind of business categories into groups according to the amount of sales 
made. These groups were again divided by method of occupancy into "owned" and 
"rented" categories. The figures were then compiled for each of the individual 
groups and reduced to the form shown in the tables of this report: Thus gross 
trading profits, the several expense itoms and proprietors’ net earnings before 
income taxes and withdrawals appear as percentages of sales while stock turnover 
appears as a ratio indicating the number of times the average inventories were 
turned over during the year. 


. These ratios are therefore averages of the operating results which the 
_ different groups of unincorporated stores actually obtained. As such, these 
averages are at least indicators of rates of gross trading profits, of expenses 
and net earnings which similar stores may have experienced in the period under 
review. | 


Importance of Information on Operating Results in Retail Trade. 


The critical value of information on operating results for use in computing 

the net earnings contributed by unincorporated retail stores to the highly 
‘dmportant National Income estimates has already been pointed out. Indeed, the net, 
earnings of individually operated stores add to really sizable contributions, being 
estimated at nearly $150,000,000 in 1941 and nearly $200,000,000 in 1944. Quite 
apart from its value in this respect, however, thére are other economic and business 
uses which increase still further the practical importance of this type of infor- 
mation. 


- of - 


Many of these uses arise from economic changes brought about by transition 
from war to peacetime conditions. During the war years, retail trade experienced 
high levels of consumer demand, usually for relatively inadequate and in some lines 
for severely restricted supplies of merchandise. These conditions in turn ténded 


to reduce the intensity of competition between stores in the same kind of business, 


as well as competition for the consumer's dollar between stores handling different 
kinds of goods. The resulting curtailment of price competition between retailers, 
the extension of price control which in general tended to stabilize. buying and | 
selling price relationships for retailers, and a diminished need for mark downs and 
sales allowances all exerted influence in the direction of maintaining or improving’ 
the percentages of realized gross trading profits. Apart from the furniture, radio 
and electrical, and automotive kinds of stores, the sales volumes of individual 
stores generally increased throughout the war period. These gains in turn tended to 
level off or to reduce expense percentages, the dollar amounts for some of which had 
been favourably affected by reduced credit losses and by curtailed expenses of © 
operation. 
P 

Different conditions, however, can be expected to prevail in peacetime which, 
for purposes of discussion, can be broken down into two phases. During the earlier 
transition period industry will re-convert to peacetime activities and its subsequent, 
production can be deemed to go far to meet consumers’ pent-up demands, especially 
for many types of durable goods. Consumer purchasing power will likely remain 
relatively high due partly to wartime savings, partly to the high level of industrial 
activity, and partly, with crops permitting, to the substantial export and domestic 
demand for food products. An expansion in the numbers of retail stores in business 
may also be anticipated as war veterans, and individuals displaced from war production, 
establish their own businesses. During the early part of this phase, the supplies 
of many kinds of consumer goods may be inadequate to meet popular demands for them. 
As this period advances, howewer, consumer demands will settle down more to a 
replacement basis, expanded output will be able to build up normal stocks of 
merchandise at different levels in the manufacturing and distributive processes, and’ 
the functions of demand creation and sales promotion will become steadily more ~ 
important. 


The more normal peacetime period may therefore be marked by the greater 
necessity to promote and sell the products of an expanded industry. With freer 
price relationships between merchandise cost and selling prices then prevailing, 
@reater pressures may be exerted on retailers’ gross trading profit margins than 
before. This condition will probably result from a combination of influences ine 
cluding the increased quantities of readily available supplies, the desire of manu~ 
facturers and retailers to increase commodity and store sales through lower prices, 
and from making mark downs and sales allowances more extensively than in the war and 
transition periods. Lower individual store sales volumes for many kinds of retail 
trade on average may also be experienced from increases in the store population, the 
diffusion of consumer purchasing power over widened ranges of merchandise, including, 


‘for instance, automobiles and related products, electrical appliances, etc., and 


from more intense competition between different types and kinds of retail outlets. 
These lowered sales volumes will then tend to increase percentage rates of expense, 
many of which will be forced upward by greater dollar expenditures for advertising, 


_ for store renovation, and possibly for the provision of greater services to store 
' customers. 


Such tendencies toward reduced store sales volumes, to lowered gross 
trading profit and to increased operating expense percentages in the more normal 
peacetime period emphasize the need for progressive improvements in the management 
of independent stores if their continued existence and their proprietors: standards 


a 


of living are to be assured. These conditions thus impose upon retail merchants the 
necessity for using productive methods of sales promotion to maintain sales volumes, 
for informed buying and pricing practices to obtain adequate gross trading profits, 
and for careful control of operating expenses to secure adequate and reasonable net 
trading profits. They require in addition the periodic self-examination of the 
merchant's financial results so that weak spots in the store's operations can be 
revealed and remedied. 


These periodic reviews of the store's operations are most revealing when 
individual merchants can measure their own financial results against certain outside 
standards or yardsticks of achievement. It is these standards or yardsticks of 
financial performance which this Bureau is now presenting in its reports on the 
actual operating results of sample groups of retail stores. With reports of this 
type, individual merchants can compare their rates of inventory turnover and their 
percentages of gross trading profits, operating expenses, and net trading profits 
with those obtained by similar kinds of stores. Guides of this nature enable 
retailers to determine whether their experiences are better or poorer than average, 
and where poorer, the factors producing the inferior results can be further analyzed 
for corrective action. 


In addition to serving as aids to store management, information on 
operating costs is of considerable practical value to individuals planning the 
establishment of retail businesses. Reports of this type enable prospective 
retailers to find out what operating conditions are like in the trades they are con- 
sidering, what net earnings they may reasonably expect from different sales volumes, 
and what standards they must achieve to obtain the net earnings they desire. The 
same reports also provide these individuals with knowledge of the average sizes of 
iaventories carried, a factor of importance in estimating their capital requirements. 
Frequent requests are now received by the Bureau for information on sales and 
earnings possibilities in different trades and localities, on trade practices, 
capital requirements, etc. Provision of figures on operating costs thus widens the 
field of service the Bureau can provide, a service particularly timely when so many 
are appraicting the opportunities for profitable establishment in business. 


Over a period of years the expanding use of the Bureau's reports on 
operating results may produce benefits of importance to those engaged in retail 
trade. These benefits may well appear in the form of greater efficiency in store 
managements, increased flexibility to meet changing conditions in distribution, and 
greater stability in the business existence of retail stores through reductions in 
overall rates of business mortality. Improved management implies a greater knowledge 
of operating costs and the means of controlling them. It enables the value of 
services rendered to be measured against their costs, and by focussing attention on 
the critical gross trading profit percentage emphasizes the importance of careful 
buying to reduce mark downs, etc., and yet maintain satisfactory net earnings 
positions. Management of this sort, particularly in the smaller independent stores, 
also implies an awareness of trends and competitive conditions in retail trade, thus 
tending to promote the openmindedness and flexibility to meet new problems with new 
methods and cope with then. 


The economy of the country also gains from the extension of these benefits 
throughout retail trade. Improved managerial efficiency may well mean the pro- 
wision of higher standards of living to those engaged in retailing. Under the 
pressure of competition lower prices can be passed on to consumers without impairing 
the earnings of other groups of individuals or producers, thereby increasing 
indirectly the purchasing power available for other commodities and services. Finally, 
reductions in business mortalities represents lowered credit losses and the decreased 
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wastage of capital and effort invested by unsuccessful merchants in their retail 
businesses. 


Methods of Making Survey and of Compiling Results. 


AS already indicated, the purpose of this survey of operating results was 
to obtain sufficient information from stores operated by individuals and partnerships 
to enable accurate overall estimates of their net earnings in 1941 and 1944 to be 
made for inclusion in National Income figures. This would have involved a coverage 
according to 1941 figures of some 124,000 stores «= far too many to permit a compre- 
hensive survey of all stores. 


It was therefore decided to obtain the results from a sample of these 
stores, some 17,000 being chosen for this purpose. These stores, although selected 
at random, were carefully distributed geographically to represent each province and 
each of the 28 important retail trades from which the information was needed. Not all 
firms were able readily to provide the required information while changes in business 
and other causes further reduced the sample. In addition, some of the reporting 
stores were able to supply figures for only 1944. In general, however, sufficient 
reports were received to enable overall net earnings’ estimates to be made for both 
1941 and 1944. Reductions in the size of the sample, however, prevented the 
preparation of tables showing 1941-1944 comparisons of operating results for some 
trades and in some cases also limited the extent to which average operating results 
could be broken down into sales size and "owned" and "rented" classifications. 


Following completion of the editing process and the preparation of the 
National Income estimates, the schedules were re-processed for compilation of reports 
on operating results in the various kinds of retail business. In addition to the 
kind-of-business groupings, there were several ways in which the schedules could 
have been classified such as by size of business and method of occupancy, by 


_ provinces or regions by size of business, by size of locality by size of business, 


etc. Examination of the reports submitted for the different retail trades, however, 
indicated that in many instances the number of schedules was too small to enable many 
of these detailed classifications to be made. The reports were therefore grouped 

on a Canada-wide basis into size-of-business categories and within these by method of 
occupancy into "owned" and "rented" sub-divisions,. 


Statistical tables showing average operating results in 1944 for the 
various retail trades were then prepared. Here the results appear in five size-of- 
business groups for "owned" and for "rented" stores having 1944 sales volumes of 
less than $10,000, between $10,000 and $20,000, $20,000 and $30,000, $30,000 and 
$50,000, and sales of $50,000 and over. In some instances, however, the number of 
reports for "owned" or for "rented" stores was too small to justify the publication 
of figures for one of these types of occupancy. r 


Where possible tables were also prepared to present comparative and 
average figures on the results which identical groups of stores obtained in 1941 and 
1944, Individual returns were therefore classified before tabulation into three size- 
of-business divisions and within these, between “owned" and "rented" establishments, 
according to the sales they made and the methods of occupancy they used in 1941, 
irrespective of their size of business or type of occupancy in 1944. Unfortunately, 
however, comparative statistics for both 1941 and 1944 cannot be published for some 
retail trades due to the limited numbers of reports giving information for both 
years. In other cases, comparative results for 1941 and 1944 are presented by size- 
of-business groups for only “owned” or "rented" stores, the sample in these instances 


‘being too small to permit statistics for one of these types of occupancy to be of 


much practical value. 


Cites 


A glance at the tables appearing in this report will reveal quickly the 
items for which statistics are given in the various size-of-business and occupancy 
columns. These are grouped into two sections, one designated as the "General 
Information" and the other as the “Profit and Loss Data" section. 


The "General Information" section, as its name implies, consists of 
statistics useful as background material for interpreting the percentages shown in 
the following division of the tables. Nine individual items are here shown, ¢con- 
sisting of figures on number of stores reportin=, sales, inventories, cost of goods 
sold, and stock turnover in times per year. Apart from “Average Sales Fer Store", 
"Average Inventory Per Store, Ind of Year", and "Stock Turnover (times per year)", 
the figures appearing in this section are the dollar totals of the amounts shown in 
the individual reports of the co-operating stores. 


Items included in the “Profit and Loss Data" section consist of "Gross 
Trading profit", "Employees! Salaries and Wases't, "Rent", "Advertising", "Depreciation", 
"Other Operating Expenses", "Total Operating Expenses", "Proprietor's Net Barnings 
Before Income Taxes and Withdrawals", and “Average Proprietor'ts Net Earnings Per 
Store", Dollar figures for all of the above items with the exception of "Average 
Pproprietor's Net Earnings Per Store" were of course compiled by sales-size and 
occupancy categories and were then expressed as percentages of the total sales 
reported by those groups of stores. In this way the percentages become averages for 
the several classes of unincorporated retail stores. 


The explanations for the above terms are set forth later in this report 
under the sub-heading entitled "How The Retailer Can Use Information on Operating 
Costs", It can be noted here, however, that both the percentages and the dollar 
figures for proprietor's net earnings are weighted by the inclusion of two different 
elements. One of these comprises the proprietor's remuneration for managing the 
business -- an amount which would in fact have been charged as an expense against 
the store if the business had been incorporated or had been operated as a unit of a 
retail chain system -- while the second consists of the smaller and residual net 
profit element which compensates for capital invested and risked and for unusual 
merchandising abilities brought into play. .uite obviously the figures shown for 
net earnings considerably overstate the proprietor's ‘net profits* because they also 
include the allowance for propriector's managerial services. Questions were ’ 
consequently included in the schedule to permit objective allowances to be made for 
these services but insufficient information was obtained to enable the two elements 
in proprietor's net returns to be separately presented. The final item on average 
net earnings per store is therefore shown in dollar figures in the tables, partly as 
an offset to the relatively high net earnings percentages revealed by the »revious 
series and partly to enable the reader to make his own allowances for the two 
principal elements the net earnings figures contain, 


Limitations to Information on Operating Results. 


Many retailers may quite probably use the averages contained in the tables 
of this series of reports as information against which their own results can be 
compared and analyzed. Others muy use the statistics in a broader way as indicators 
of distribution costs in the various retail trades. Both uses are of course quite 
proper but the information will serve these uses best when the limitations inherent 
in the fieures are fully appreciated. 


In the first instance it is important to note that the figures are based ) 
only on the results of unincorporated retail stores. The averages therefore do not 
reflect the results obtained by stores operating under the incorporated form of 
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organization. The absence of these stores probably bears most heavily upon the 
representativeness of the averages for stores in the higher sales volume brackets in 
which incorporated stores are most frequently found. Quite apart from differences 

in the qualities of management between these two types of establishments, however, 
the figures for average sales and average year-end inventories per store, stock turn- 
over, gross trading profits and percentages for rent, advertising, depreciation and 
all other operating expenses will be readily useful to incorporated store managements. 
Employees' salaries and wages and proprietor's net earnings before income taxes and 
withdrawals, on the other hand, are not comparable without adjustments with similar 
percentage figures for individual incorporated stores because allowances for pro= | 
prietors' managerial services have been excluded from the former and included in the 
latter item. 


In the second place, the figures on operating results are based upon 
returns from relatively restricted numbers of stores in the different retail trades 
under study. These samples, chosen at random, are presumed to give representation 
to the several factors which influence operating results, including differences 
arising from size of business, methods of occupancy, from the sizes of locality and 
provinces in which the stores are situated, from degrees of service provided to 
customers, merchandising policies and variations in the quality of store managements, 
Size of business and method of occupancy rank high among these factors and the tables 
were therefore prepared to show operating result averages for different sales-size 
and occupancy groups of stores. Within these breakdowns of the overall sample the 
remaining factors naturally tend to ‘average out' in the Canada-wide operating 
averages presented. 


The proper ‘averaging-out' of the above variations is naturally dependent 
upon a sufficient number of reports being included to permit this process automatically 
to take place. Examination of the tables, however, will indicate that the number 
of usable reports included in the various sales“#imze and occupancy categories is often 
quite small, frequently representing less than ten stores. In such cases the results 
should be compared carefully with the results shown for other sales=-size brackets 
to appraise consistencies in trends between the different groups. Where the results 
appear definitely out of line with these trends, the figures should be interpreted 
with considerable care because it is quite possible that the averages for that 
bracket are not typical of the average results for all stores of that size. 


The ‘averaging-out’ within the different sales-size brackets of the 
factors which affect retail operating results, however, imposes certain limitations 
upon the use of operating cost information by individual merchants. This is because 
retailers wish to compare their own results with those obtained by stores as similar 
to their own as possible. With the tables set up in the present manner, retailers 
are able in part to do this because they can match their own results against those 
of stores in their own sales~size and occupancy classes, On the other hand, these 
overall figures also reflect the combined and average influences of location by 
_ provinces and by size of locality, of degrees of service provided and of merchandising 
' policies followed. Individual retail stores, however, experience not the ‘average’, 
but rather the full effects of such factors in their operating results. Thus the 
overall percentages may well be quite accurate in what they represent and yet differ 
considerably from the experiences of many individual stores. Unfortunately the 
isolation of such influences would require a considerably larger number of reports 
than were received from the recent. survey of operating costs. 


An additional point arises in connection with the way average expense 
percentages for employees’ salaries and wages, advertising and depreciation were 
built up. Some reports for instance did not show dollar amounts for one or two of 
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these expense items. When no values were shown for the first two types of expenses, 
the practice was to accept the report on the assumption that the store required 

no paid help and in the case of advertising that no such expenditures were incurred. 
Where no amounts were shown for depreciation and no indication was given that any 
had been taken, the schedule was examined to see if the size of business justified 
further attention. If so, the firm was cither corresponded with or an estimate 

was made for this item. In all cases, of course, the expense ratios represent the 
total dollar expense figures for each item in each individual classification 
expressed as percentages of the total sales reported by stores in that category. 

The expense percentages for these three items may therefore be slightly less than 
they would have been if only the sales of stores reporting full expense figures had 
been used. 


How the Retailer Can Use Information on Uperating Results 


Mention has already been made of the conditions in retail trade which may 
prevail in the more normal peacetime period after the transition phase has been 
negotiated. This possible pattern of economic factors, it was suggested, may in= 
clude a greater pressure of available supplies o1 retail and consumer markets, a 
relatively smaller unstimulated demand for those commodities, a greater competition 
in retailing associated quite probably with freer and often somewhat lower prices, 
and the possibilities of reduced percentages of gross trading profit, of lower 
individual store sales volumes for many kinds of independent stores, and of higher 
expense percentages. Such factors raise the question of how individual merchants 
can best utilize information on average operating results as a management tool in 
meeting their problems of transition and adjustment to changing economic conditions. 


Use of operating cost averages in this way depends essentially upon 
comparing results of individual stores with those obtained by similar stores in the 
same kind of business. The retailers therefore should first determine from the 
tables the size of business and occupancy categories most similar to his own store. 
This may be done by comparing his own sales for the period with the sales=size 
brackets of the tables to determine his size categcry and by selecting the occupancy 
basis coinciding with that of his own business. He should next reduce his own 
financial items such as his stock turnover, his gross trading profits and his 
several expense categories to conform with those appearing in the tables and express 
these figures in ratio form ~~ for the most part as percentages of his own total 
net sales and receipts from services performed. He is then in a position to compare 
directly his own results with those which other more or less similar Canadian stores 
obtained in the same period. 


"Number of Stores Reporting", the first item in the tables is also the 
first item to which the merchant should direct his attention. This figure, indi= 
cating the number of reports upon which the following percentages are based, iS a 
good overall indicator of how typical those ratios may be of the entire class of 
stores they are presumed to represent. Such percentages, it will be recalled, become’ 
more accurate as overall measures of their class as the numbers of stores in the 
sample increases. Consequently the averages for particular categories where the 
number of reports is small should be compared with other brackets for consistency 
before those averages are applied against the results of the individual store. 


"Average Sales Per Store" is a useful comparative figure because it gives 
the retailer an idea of the size of the ‘average’ store in each size-of-business 
bracket. With this information the merchant can identify the position of his store 
as either below, above, or at the sales~average point in his appropriate category. 
He can make the necessary allowances therefor when comparing figures for stock 
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turnover and percentages for the various operating ‘expenses and net earnings with 
his own results. 


"Total Inventory Reported” as a section within the tables contains four 
items of which the first two and the last will be of considerable interest. The 
first two show total inventories of merchandise for resale of all reporting stores 
at the beginnihg and end of the year under review. Individual merchants can thereby 
take note of the dollar change in such stocks between the two dates which for the 
sake of convenience may be reduced to percentage form. This variation can then be 
compared with chanes in their own inventory levels to indicate how their own 
experiences conform with the trend for the group. 


"Average Inventory Per Store, End of Year", the last of such inventory 
items reduces the total end-of-year stocks of reporting retailers to a per store basis 
and thereby indicates the average amount of capital per store that was invested in 
stocks at that date. Admittedly these figures have been influenced by wartime Cone 
ditions which have affected the quantities on hand, the commodity composition of the 
stocks and the cost prices on which the inventory valuations rest. Moreover, the 
value of inventories on hand at the end of the year is often an inadequate measure 
of the stocks which were maintained throughout the period because the end-of-year 
stocks for many trades tend to reach a relatively low point at that time. In view of 
such limitations, comparisons based on these averages reveal at the most the extent 
to which the merchant's residual and immediate supply position conforms with others 
in his own sales-size bracket. Under normal supply=demand conditions, however, such 
figures would probably prowide on average a better indication of the more basic and 
minimum inventories which reporting retailers of that size feel were required at that 
time. 


"Stock Turnover (times per year)" is the number of times that reporting 
stores disposed of their average inventories of merchandise in the year. for 
purposes of this report, it has been calculated by dividing the average of the 
total beginning and ending inventories at cost values into the "Cost of Goods Sold". 
The latter item itself is a computed one, being determined by adding beginning 
merchandise inventories to purchases and deducting stocks of goods left on hand at 
the year-end. Merchandise purchases here consists of the invoice value of all goods 
bought for resale during the year, less returns, allowances and cash and trade 
discounts, but including duty, inward freight, and express and truckage charges. 
Obviously the individual merchant must calculate his own stock turnover in the same 
way before valid comparisons can be made with similar stores. So computed, both 
stock turnover figures probably overstate the actual number of times the average 
inventory was disposed of since the beginning and ending inventory figures each 
reflect year-end valuations when stocks are frequently at their lowest. This does 
not impair the value of conclusions based on comparisons because the turnover 
figures for the individual store and sample group of stores are similarly affected. 


Having computed his stock turnover in the above manner, the retailer may 
find the fieure for his store somewhat lower than the average for the comparable 
group of Ppetail establishments. The immediate explanation for this variation of 
course is that the merchant seemingly used a larger average inventory to obtain 
his sales volume than the sample of similarly-sized stores used to obtain theirs. 
The merchant's larger average inventory, in turn, may result from one of three 
situations, namely, that his opening inventory was higher than the beginning per 
store inventory for the group, that his ending inventory was larger than the ending 
per store inventory for the group, or that both his beginning and ending inventories 
were larger than that of the sample group of stores. 


The first of these, that the retailer's opening inventory was out of line 
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with the average for the group, may be determined by calculating the average per 
store beginning inventory for his class of store and then making a direét comparison, 
The merchant's larger beginning inventory may have been caused by the arrival of a 
comparatively large shipment of merchandise just before the year opened, or to 

other conditions applying more particularly to operations in the preceding year. 

The fact, however, that his end-of-year stocks were more closely in line with the 
average for his group not only indicates a liquidation of part of his inventories, 
but also suggests that the merchant enjoyed a higher rate of stock turnover during 
the latter part of the year than that of his class. 


The second possibility, that his ending inventory exceeded the average for 
his group while his beginning stocks were more closely in line, could have been 
caused by several factors. Thus receipts of merchandise just before his financial 
year ended may have been sufficiently heavy to produce the comparatively larger 
inventory position. This would clearly reduce his calculated rate of stock turn- 
over but it would not necessarily mean that his real turnover was lower than the 
average for his class, Another explanation is that the merchant experienced a lower 
volume of sales in the closing months of the year than he had expected, while his 
purchases of merchandise continued unchecked. Such a condition might be a matter 
of considerable concern, first because of the possibility of continued curtailments 
in sales and second, because the merchant would be facing a new financial year with 
@ relatively heavy and perhaps unbalanced inventory position. 


The third possibility, that the retailer's beginning and ending inventories 
were both higher than the average beginning and ending per store inventories for 
the group, from the merchant's viewpoint is probably most significant of all. Some 
retailers, of course, may end their fiscal years at times when due to seasonal 
factors their stocks are naturally quite high. In such instances an unreal compari- 
son could result because most of the reporting stores terminated their accounting 
years at the end of December, January, or February when their stocks were compara~ 
tively low. In all other cases, however, such a state of affairs indicates quite 
definitely that the retailer is using a larger inventory to produce his sales than 
those used on the average by other stores in his class. For some stores, the size 
of the floor area or the use of mass displays of merchandise may require heavy but 
balanced stocks of goods; for others, the comparatively large inventories may result 
from the policy of purchasing in sizable quantities for quantity discounts, or for 
other reasons. Such inventories of course require the investment of additional 
capital in merchandise, but the retailers concerned may feel the risks to be justi- 
fied in the light of the gains achieved. In other instances, however, the carrying 
of higher inventories may well suggest the presence in the inventory of unnecessarily 
large quantities of slow-moving goods which have accumulated over a considerable 
period. Here, the careful examination of the retailer's inventory position with a 
view to the clearance of the excessive stocks of particular items may be in order 
to minimize the possibilities of losses on eventual disposal, to make way for better 
stocks, and to release capital for more profitable investment in other ways. 


"Gross Trading Profit", as has been pointed out earlier, is the difference 
between net sales of merghandise, including proprietor's withdrawals of goods and 
receipts from repairs/services, and the "Cost of Goods Sold". The latter item is 
calculated by adding beginning merchandise inventories to purchases and then sub- 
tracting the inventory of merchandise left over at the end of the period. Merchandise 
purchases, of course, represents the total invoice cost of the goods less returns, 
allowances and cash and trade discounts, but includes both duties levied on imported 
commodities and inward transportation charges. "Cost of Goods Sold" is therefore 
the cost value of the merchandise which was sold or otherwise disposed of while 
"Gross Trading Profit" is the gross income fund remaining from store receipts after 
the merchandise costs have been deducted. 


The "Gross Trading Profit", then, arises directly out of the retailer's 
activities in buying, selling and managing his inventories of merchandise As such, 
it can be considered in two ways, that is, the total amount of gross trading profits 
realized during the period and also the percentage rate at which they are made. To 
retailers, both aspects are important. The actual amount of such profits is 
significant because it is from this profit fund that the operating expenses must be 
deducted before the retailer can properly claim the net earnings which determine his 
standard of living. The percentage rate is of interest because it is a measure of 
his success in obtaining a satisfactory overall spread between merchandise costs 
and sales, and indicates what could reasonably be expected in the future from a given 
volume of sales. 

In the tables, the gross trading profit is shown only as a percentage of 
sales, thereby setting forth average standards of performance for each of the size 
and occupancy classes of co-operating stores. These percentages therefore represent 
the overall maintained mark up on sales which, on average, was obtained by the 
reporting stores. Such ratios can also be expressed as percentages of cost of goods 
sold merely by expressing the gross profit percentage as a fraction of the remaining 
cost of goods sold percentage and multiplying by 100. For instance, if the gross 
profit forms 25 per cent of sales, the cost of goods sold would form 75 per cent of 
sales, and the maintained mark up on cost for the store then would be 25 per cent . 
over 75 per cent times 100 per cent, or 33-1/3 per cent on the cost of goods sold. 


To compare his own rate of gross trading profit with the average obtained 
by the reporting stores in his own group the retailer should be sure his gross 
profits have been calculated in the above manner and then expressed as a percentage 
of his total net sales including his receipts from repairs and other services 
rendered. Having done this, the retailer may find his own gross profit percentage, 
for instance, somewhat lower than the average for the reporting stores in his sales 
and occupancy group. He can then analyze his own trading activities to uncover by 
process of elimination the possible reasons for his seeming less-than-average 
performance, 


One or more of a number of factors, together or singly, could depress the 
merchant's percentage of gross trading profits. On the selling side of the picture 
it is possible, for instance, that an unusually large proportion of the retailer's 
sales could have been concentrated in the lower-profit lines of merchandise; in 
other words, that he was not selling enough of the higher profit items to ‘average- 
up’ his gross trading profits. Competition may possibly have required the retailer 
to sell at relatively low selling prices and thus at relatively small original mark 
ups over cost values during the period under study. In some cases, merchants may 
have had satisfactory original mark ups but later on have marked down sharply the 
retail prices of various items for sales promotional purposes; in others, heavy 
mark downs may have been taken to clear excessive stocks of slow-moving goods, to 
sell merchandise depreciated by style changes or by the possible appearance of 
better goods to replace various types of wartime articles, or to dispose of perish- 
able commodities before total losses were sustained. 


Factors relating to purchasing for resale likewise could have had a down- 
ward influence on the gross profit percentage. Miscalculations in estimating the 
demand for certain lines of merchandise, for instance, could have been the original 
reason for some of the clearance mark downs just described. Difficulties in 
purchasing goods at cost prices sufficiently low to enable satisfactory original 
mark ups to competitive selling values to be obtained is another factor. This 
experience, of course, is at least partly common to other retailers in the same kind 
ef business. Failure to take the full benefit of cash discounts algo tens to 
reduce the gross trading profit percentage. Such discounts, although representing 


a worth while addition to the income of the business, will usually not of themselves 
cause any considerable change in the gross profit percentage. 


A mumber of other factors may also be influential in producing a lower-than- 
average rate of gross profit. An over-valued beginning inventory, for instance, 
will cause a larver figure to be shown for cost of goods sold and thereby will reduce 
gross trading profits. An ending inventory that is under-valued, or one which has 
been written down in value due to lower cost prices or to depreciation in the quality 
of the merchandise, will algo lead to the same result. Stock shortages, too, will 
have a similar effect. Here the retailer should perhaps compare his gross profit 
percentage with those for previous years to see whether a sudden or more gradual drop 
has been experienced. Merchandise withdrawn by proprietors or by employees as part 
payment for services rendered, will likewike depress the gross profit percentage if 
such amounts have not been tineluded an sales at full retail values. In cases where 
cash receipts are considered as sales the withdrawal of cash by the proprietor with- 
out including it in his total receipts, or the transacting of an unusually large 
proportion of business on a credit basis near the end of the financial year, again 
will reduce the gross trading profit, and its pertentage: for the year under review. 


"Employees' Salaries and Wages", exclusive of all types of cash withdrawals 
by the individual retailer, may appear higher when expressed as a percentage of 
his total sales than the average obtained by reporting stores in his own size and 
occupancy group. Such a situation could mean that the merchant's employees are not 
as productive of sales volume in proportion to their salaries and wages as those of 
Similar stores. This might result from the fact that the retailer is paying them at 
higher rates of pay than other merchants in his class. Alternatively, the retailer 
could be using more full-time and fewer part-time workers than the comparable out- 
lets, or is relying more on male SapLoyess than was true of the group of similar 
seporting stores. 


The types of services provided by the retailer to his customers might also 
be an explanation. Some of these extended on a nonecharge basis, such as free 
delivery, the provision of credit, the making of adjustments and alterations, etc., 
could have increased the routine work of the store sufficiently to require 
additional help. Certain other services performed on a charge basis, such as 
repairs, etc., could also increase staff requirements, even though profitable 
revenues were obtained. 


Certain peculiarities in the retailer's business may also account for the 
higher-thaneaverage percentage for salaries and wages. If the merchant is conducting 
a mixed business or, in other words, is operating another business besides his 
retail store, he may have allocated too high a proportion of his salaries and wages 
to his store, On the other hand, the proprietor may be giving more of his attention 
to the other activity, relying to a greater extent on paid help to operate his store. 


In some instances the merchant's higher payroll percentage may reflect 
peculiarities of some of the stores included in the different sample groups of 
stores. Probably the most important of these is the likelihood that some of the 
reporting stores may have been relying in part at least on family members for store 
help. Some of these individuals may not receive any regular wages and others may 
be paid at less than going rates of pay for their services. The inclusion of these 
stores in the sample therefore would result in a somewhat lower salary and wage 
percentage than otherwise would have been shown. In general, however, these 
peculiarities to the extent that they do exist will probably be most pronounced in 
the smaller size-of-business groups of stores. 
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"Rent", when expressed as a percentage of the retailer's total sales may 
also appear higher than the average for comparable stores. Some allowance, though, 
should be made for such differences, particularly when merchants who are comparing 
their results are situated in the larger centers of population. This is because the 
reporting stores represent the various sizes of locality, including the larger 
cities in which dollar rents often tend to be somewhat higher than in the smaller 
places. In the tables, however, these higher rents are ‘averaged down' by the lower 
rental experiences of stores in the smaller localities. 


When due regard has been paid to this fact, it may be true that the 
merchant's rental percentage is still above the average for his group,- in other 
words that he is not obtaining as large a sales volume per dollar of rent expense as 
the comparable stores obtained. Several factors, of course, can account for his 
less-than-average performance. Among these is the possibility that especially severe 
competition or lack of aggressive promotion may be keeping the retailer's sales 
volume down; that he has been in business for a relatively short time and has not yet 
built up his sales volume to the potential his location offers; or.that the merchant 
is situated in a city with particularly high commercial rentals. In other cases, 
the merchant may be renting more than the space required for his store and yet be 
charging the full rent to the store business. Here the comparison may not be as 
adverse as it seems when the proportionate amount of renteis charged against the store. 


"Advertising", shown in the tables aS average percentages of sales, is 
based on the sales of all stores in the several categories even though some stores 
may not have incurred any advertising expenses. This clearly would reduce the 
average advertising expense ratios below what would have been the average for the 
stores that advertised, and hence should be allowed for in making comparisons. As 
in other cases, a higher-than-average advertising expense ratio may be due toa 
number of possibilities requiring analysis by the merchant concerned. Thus he may 
have been trying to expand his sales volume through advertising and deliberately 
incurring high initial expenses for such publicity. Special clearance sales may 
have been held which required higher-than-average advertising expenditures, or 
perhaps he found it necessary to advertise heavily as a defensive measure against 
especially severe competition which may have featured his trading locality. There 
is also the further possibility that due to various reasons his advertising is not 
producing the extra business that it should. 


"Depreciation", as percentages of total sales, measures the extent to 
which the owned fixed assets of the store -- including the value of new additions 
or replacements -- have decreased in value by wear and tear, by getting out of date, 
or simply by growing older. This of course is a real expense of the business even 
though it does not immediately involve cash expenditures, for the business man 
should recover his capital either for investment in new assets or for other uses. 
The size of this expense obviously depends upon whether the store building is owned 
or rented, the original costs and types of the fixed assets which are owned, and 
the rate at which those assets are being written off. 


- Not all of the co-operating stores reported allowances for depreciation. 
In some instances, at least, this may have been due to the fact that the fixed 
assets had already been written off. Quite possibly, the wartime scarcities of 
equipment, materials and labour may often have prevented replacement or renovation 
of the fixed assets, thus depressing the depreciation expense percentages below 
what they would have been in normal times. In other instances where no depreciation 
was shown, a corrected figure was obtained for depreciation or alternatively an 
estimate was entered in the tabulations for this expense. In general where 
correspondence with reporting stores was undertaken the following rates were suggested 
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fér consideration: on cost of building, a maximum of 5 per cent if of wood, and of 
2-1/2 per cent if of brick or stone; on delivery equipment, 25 per cent of cost 
for the first year and 20 per cent thereafter; on fixtures, a maximum of 5 per cent; 
and on machinery, of 10 per cent per year. 


In comparing his own depreciation expense percentage with those shown in 
the tables, the retailer should recognize that the averages are somewhat lower, 
frequently in the smaller size groups, than they would have’ been if only stores 
reporting depreciation allowances had been taken. If the merchant's depreciation 
ratio st{&1l appears high it is very likely due to certain factors peculiar to his 
own business. Thus his fixed assets may be more elaborate; their original cost may 
have been greater; some of them may have been purchased more recently; or the rates 
of depreciation used may have been higher. In any event the element of depreciation 
is there, and the rate of allowing for it can only vary on a sound basis between 
fairly narrow liritg 


"Other Operating Expenses", comprise all legitimate expenses still 
remaining. and include heat, light and power, store supplies, taxes other than ine 
come taxes, business insurance, losses on bad debts, repairs and maintenance, 
interest on borrowed money, etc., but do not include proprietor's salaries or with- 
drawals. As such it is unfortunately too mixed an expense category to permit a 
detailed analysis of the reasons for the difference btween the individual retailer's 
expense ratio and that of his group. Furthermore the merchant must make an allowance 
for a reasonable difference between the two expense percentages because of the 
varying experiences of stores reporting their "all other operating expenses". If © 
his own percentage is still somewhat higher than the average, however, the retailer 
may well check through his residual expenses to determine the reasons for them and 
to assess the possibilities of effecting certain reductions in the future. 


"Total Operating Expenses", when expressed as a percentage of the store's 
total sales, is of course merely the sum of the individual expense percentages 
previously discussed. The difference between the individual merchant's total 
expense ratio and that of his group is consequently the net result of the variations 
he finds between his own individual expense items and the averages for his comparable 
group of stores. These differences could quite possibly cancel each other out to 
leave the retailer's total expense ratio closely approaching the average for the 
category against which it is compared. Clearly, however, this does not mean that no 
opportunities exist for a curtailment in total operating expenses by a careful 
examination of the individual expenses which were incurred. 


"Proprietor's Net Earnings Before Income Taxes and Withdrawals" is 
obviously the final result and financial objective of the retailer's merchandising 
activities. In percentage form it is the measure of the merchant's success in 
keeping his gross trading profit and his total operating expenses sufficiently far 
apart to yield a positive percentage of net earnines which is, of course, exclusive 
of non-trading incomes such as return on investments, rentals received and so forth. 
If, then, the retailer’s percentage of net earnings is less-than-average, it must 
be due to either one - or both - of two factors: i.e€., a lower-than-average gross 
' trading profit percentaze, or a higher-than-average total operating expense ratio, 
the possible causes of which have already been commented upon. 


"Average Proprietor's Net Earnings Per Store", as already explained, con- 
sists of the total reported net earnings divided by the number of co-operating 
stores. Expressed as a percentage of total net sales, this item will frequently 
appear large. This is because it contains two dissimilar and unmeasured elements, 
one being the remuneration usually thought of as the proprietor's real salary for 
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managing the business, the other consisting of the net trading profits which are 
in turn made up of a legitimate reward for exceptional merchandising abilities and 
a return on capital invested = and risked - in the enterprise. Allowances mst 
therefore be made in the dollar figures shown in this item for the proprietor's 
managerial services before the real profitability of the individual store or the 
comparable group of stores can be appraised. 


Discussion in this Section, it will be noted, has dealt with three phases 
of the problem of "How The Retailer Can Use Information On Operating Results" in 
studying his stock turnover and his various profit and expense items. First has 
come an explanation of what each item is and how it is made up. Then it was assumed, 
for purposes of comparison only, that the retailer's results were inferior to the 
average for his comparable clags of stores. This, in turn, was followed by a 
discussion of the possible operating factors which might have caused the poorer 
results. Many of these factors, however, would have resulted in awerage or better- 
than-awerage performances being obtained if their direction had been reversed. For 
this reason, therefore, no attempt was made to analyze the reasons for higher-than- 
average orerating results. 


Finally, it will be observed that no recommendations were made for’ the 
correction of adverse conditions. Frequently such conditions, such as particularly 
severe competition, are in fact hard realities which must be faced. Here, as in 
other cases, analysis based on facts and imagination must be relied upon to solve 
many of the individual problems of retail managements. 
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PART II - COUNTRY GENERAL STORES 


Trends by .Size.of Business, 1944 


Country general stores as defined in the Census are located in 
places of less than 2,000 population and carry a general line of merchandise. 
Food products are sold in important quantities but if their sale amounts to 
as much as 80 per cent of the total business the store is considered to be a 
grocery rather than a country general store. Men's and women's apparel, dry 
‘goods, shoes, hardware products and tobacco products are other important. types 
of commodities which are handled by this trade. 


An analysis of the goods carried by the country general stores 
reporting their sales by types of products in the 1941 Census of Merchandising 
well illustrates the multitude of individual products they usually carry. 

Food items bulked heaviest with 43 per cent of total sales, bit ments and 
women's, clothing together. formed 12 per cent; dry goods,.4 per cent; footwear, 
> per cent; hardware 5 per.cent, and tobacco products, 4 per cent. olf.sales, 
Other products handled in fairly important amounts consisted of such lines as 
hay, straw, grain and feed at nearly 6 per cent of sales; gasoline, lubricating 
oils and greases at 4 per cent; household supplies at.3 per cent; building 
materials, and paints, varnishes and glass at nearly 2 per cent for each, and 
drugs, drug sundries, toilet articles and preparations at 2 per cent. ‘The 
remaining & per cent of total sales was made up of a great diversity of items 
including farm and garden equipment and supplies, automobile parts and 
accessories, fuel, furniture, house furnishings, and miscellaneous merchandise. 


These stores, it may be noted, play an important part in Canada's 
system of retail distribution. . In 1941, for instance, there were 11,917 country 
general stores in Canada making total sales of $214,747,800 to consumers in 
that year. In terms of employment their contributions were equally noteworthy 
for they provided gainful occupations for nearly 11,900 proprietors, and for 
some 15,300 employees who received a total of $9,309,000 in salaries and wages. 


Turning now to the results of the recent survey of operating costs, 
169 usable schedules for 1944 were received from co-operating country, general 
stores. These were sorted into five groupings according to size of business 
and each was further divided into owned and rented stores to produce ten sales 
and occupancy classes of stores. Here it was found that only 2, 3 and 5 reports 
for rented establishments were included in the less than $10,000, the $20,000 
to $30,000 and in the “50,000 and over sizes of stores, numbers far too small 
to permit averages to be shown. Table 1 therefore presents statistics for 
only seven of the ten sales and occupancy groupings where the samples ranged 
between 15 and 29 reports to a classification. 


Stock turnover faster in bigger country general stores 


According to the figures presented in that table, the average rates 
of stock turnover varied for the seven classes of stores between 2.6 and 5.2 
times in 1944. Here, it is clearly apparent that the larger general stores 
turned over their average inventories of merchandise more frequently than did 
the smaller ones. Such a trend of course merely means that in progressing 
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from the smaller to the larger sizes of stores, the average sales per out- 
let expanded much faster than did the average inventories. This relationship 
is illustrated most clearly by the jump from a stock turnover of 2.6 times 
for owned stores in the less than $10,000 size to 4.4 times in the $10,000 

to 920,000 size of business. Average sales here increased from $6,278 to 
$15,706 per store or roughly by about 150 per cent while average inventories 
rose from $2,093 to $3,279 per outlet or by only 57 per cent. Thereafter 

the stock turnover for owned outlets dropped slightly to 4.1 times in the 
#20000 to $30,000 store size to increase finally to 5.1 and 5.2 times in the 
$30,000 to $50,000 and the $50,000 and over sizes of business. 

These rates of stock turnover, it may be noted, are considerably 
lower than the corresponding averages for grocery stores which ranged between 
6.7 and 13.4 times in the same year. On the other hand, the reporting country 
general stores obtained substantially higher rates of turnover than the averages 
which the reporting men's, woments and family clothing stores experienced 
during that period. In this respect, of course, the rates of turnover recorded 
by general stores were influenced upward by their substantial trade in fast- 
selling food products and downward by their sales of slower moving lines of 
apparel and other goods. 


Indicating the substantial amounts of capital invested in merchandise 
stocks, the average ending inventories of country general stores ranged between 
$2,093 and %15,811 per store at the close of 1944. These averages expanded 
consistently as the businesses became larger, a reflection of the greater. 
quantities of goods required to support the higher sales volumes. .Inventory 
levels, it will be observed, were uniformly larger at the end of 1944 than at 
its beginning, the overall] inerease for all five size classes of owned stores 
amounting in fact to about 7 per cent over total inventories reported for the 
beginning of the year. By size of business, however, the gains for owned 
stores were quite irregular; moving from the Smallest to the largest sales 
groupings the average gains amounted to 5, ll, 4, 8 and 7 per cent over 
beginning inventories. 


Gross trading profits average between 15.8 and 16.9 per cent of sales 


Average rates of gross trading profit for the seven classes of 
country general stores varied between a low of 13.8 and a high of 16.9 per 
cent of sales in 1944, For the five groupings of owned stores gross profits 
were highest in the less than $10,000 sales size at 16.7 per cent of sales. 
From that point, the ratio dropped sharvly to 135.8 per cent for stores with 
sales between $10,000 and $20,000 and then stabilized at 14.6, 14.2 and 14.4 
per cent of sales for the three larger sizes of stores. These rates of gross 
profit, it is interesting to note, were relatively close to those obtained by 
grocery outlets whose averages for nine sales and occupancy groupings of stores 
ranged in 1944 between 13.0 and 18.8 per cent of sales. This similarity 
probably arose partly from the fairly high proportion of food products the 
reporting general stores were handling and partly from the fact that many of 
their other lines of merchandise being mainly staple types of merchandise were 
also probably sold at relutively low rates of gross profit. 


Bigger stores had the higher payroll ratios 


Among the operating expenses, the seven ratios for employees! 
salaries and wages varied in 1944 between 1.4 and 4.5 per cent of sales. With 
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but one exception, the five ratios for owned establishments were higher for 
the bigger stores, a natural trend because the proprietors of the larger 
general stores nrobably accounted personally for smaller shares of the 
ereater selling and indirect types of work. Thus beginning with the average 
of 1.4 per cent in the $10,000 to $20,000 store size, the progression moved 
upward to 2.1, 3.1, and finally to 4.5 per cent of sules in the largest 

size of business. The considerable increase from 5.1 per cent in the 
430,000 to $50,000 grouping to 4.5 per cent in the $50,000 and over sales 
size probably reflects the sharp gain in store sales, for average sales in 
the former category amounted to $40,913 per outlet against an average of 
$93,464 per unit in the largest size of business. The apparent exception 
mentioned earlier occurred in the less than $10,000 store size where the 
ratio stood at 2.0 per cent against 1.4 per cent in the next larger size. 
This probably resulted from the presence of a number of erratic payroll 
experiences in the smallest sales size which may have included several cases 
where general stores were operating without active proprietors and hence 
were incurring somewhat higher salary and wage costs. 


Average percentages for rentals were shown for only two sizes of 
business for 1944. These, amounting to 1.8 and 0.9 per cent of sales in the 
$10,000 to $20,000 and $30,000 to $50,000 sules sizes exhibited the usual 
pattern and decreased as the stores became larger. Advertising expenses 
were low for all seven sales and occupancy classes of general stores in 
1944, In one case the ratio was less than 0.1 per cent of sales and hence 
was too small to report while in five others it averaged only 0.1 and in 
the seventh it amounted to only 0.2 per cent of sales. 


Depreciation percentages declined as stores’ became larger 


Depreciation allowances in dollar figures are of course relatively. 
fixed in nature because they are based upon the value of the physical assets 
such as buildings, fixtures and equipment employed in the business. These 
assets are generally used more intensively as sales increase and hence in 
percentage terms the allowances are spread more thinly over the larger volume 
of sales. It is therefore not surprising to find that the average ratios for 
depreciation for the five classes of owned general stores were somewhat lower 
for the bigger establishments in 1944, the percentages dropping from 1.1 per 
cent in the less than $10,000 sales size to 0.4 per cent of sales for stores 
with sales of $50,000 or over. By type of occupancy, the percentages for 
depreciation are usually higher for the owned stores, In the two cases shown 
in the table, however, the relationship is reversed, the averages standing 
at 0.7 and 0.8 per cent for owned and rented stores in the $10,000 to $20,000, 
and at. 0.5 and 0.8 per cent of sales in the $30,000 to $50,000 size of 
business. These may result from the presence of certain erratic experiences 
in the two groupings of stores but further studies are obviously required to 
establish accurate comparisons between owned and rented general stores. 


Other operating expenses include such costs of doing business as 
supplies, communications, taxes other than income taxes, insurance, light, 
heat and power, repairs, bad debt losses, interest on borrowed money and 
sundry expenses. Some of these, such as supplies, communications, taxes, 
insurance, etc., were commonly experienced and therefore were probably in- 
eluded quite uniformly in the totals reported. Others, such as repairs, 
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interest on borrowed money, etc., may not have been encountered so generally 
and probably were not so consistently included in the dollar totals. With 
only one exception, nevertheless, the percentages were lower for the larger 
sizes of country general stores than for the smaller ones in 1944. For 

owned establishments the series started with the average of 4.8 per cent of 
sales in the less than $10,000 sales size, dropped to 35.8 in the next, rose 
rather sharply against the trend to 5.0 per cent in the $20,000 to $30,000 
sales; grouping and then receded to 3.7 and 3.5 per cent in the two largest 
sizes of business. In the case of the two averages for rented stores, the 
pattern is again apparent, the ratio dropping from 3.4 per cent in the $10,000 
to $20,000, to 3.0 per cent for stores with sales between $30,000 and %50,000 
in 1944. These percentages, it will’ also be observed, were somewhat lower 
than the averages of 3.8 and 3.7 per cent recorded by their owned counter- 
parts in the same sizes of business a fact probably due to the higher content 
of such occupancy costs as taxes, repairs, etc., in the other: expenses’ of: the 
owned establishments. 


2ns atios higher for larger store 
Total expense rat hig ie the larg stores 


Total operating expenses, summarizing the trends in the expenses 
just described, varied for the seven sales and occupancy classes of stores 
between 6.0 and 9.4 per cent of sales in 1944. By size of business the ~ 
general trend was for the larger stores to have the higher rates of total 
expense, although the upward movement was quite irregular in nature. Thus 
moving from the smallest to the largest sizes of owned outlets, the ratio 
dropped from 7.9 per cent in the smallest to 6.0 per cent in the $10,000 to 
420,000 sales size, increased to 7.8 per cent in the next, then declined to 
7.4 per cent in the $30,000 to $50,000 grouping to rise finally to 8.5 per 
cent for stores having sales of $50,000 or over. The sharp drop from 7.9 
‘per cent in the smallest to 6.0 per cent in the next larger store size partly 
reflected the unusual drop in the payroll ratios and partly the decline in 
the ratios for other operating expenses, while the small decline from 7.8 to 
7.4 per cent between the $20,000 to $30,000 and the $350,000 to $50,000 sales 
sizes was caused mainly by the decrease in the average for other operating 
expenses which more than offset the gain in the payroll ratios. These 
irregularities, however, would huve ironed themselves out into progressively 
larger percentages if the five sizes of business had been reduced to three 
groupings for stores having sales of less than $20,000, between $20,000 and 
$50,000 and over $50,000 in the year under review. 


The larger stores had the lower net earnings ratios 


Proprietor's net earnings before income taxes and withdrawals in- 
clude both the rewards for the operator's services and his returns in the 
form of net trading profits. So defined, net earnings as percentages of sales 
were for the most part smaller in the larger sizes of stores. For cwned - 
establishments this was due partly to the generally upward movement in the 
total expense percentages and partly to the fact. that irregularities in the 
size-of-business pattern for these ratios were offset by opposing variations 
in the gross trading profit percentages. Thus net earnings dropped from &.8 
per cent in the smallest sales size to 7.8 per cent in the $10,000 to $20,000 
Sales class, flattened out at the lower,figure of 6.8 per cent in the two 
larger groupings and receded finally to 5.9 per cent of sales for stores having 
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sales of $50,000 or over. In the case of the two averages for rented 
general stores a Similar trend is apparent, the net earnings pereentage 
dropping from 9.1 per cent in the $10,000 to $20,000 store size to 6.4 per 
cent in the $30,000 to $50,000 sales category. 


In spite of the downward trend in the ratios, however, the 
dollar averages for net earnings expanded steadily from the small r'to the 
larger sizes of general stores. Moving from the smallest to the largest 
sizes of owned establishments, the averages rose from $550 per store in 
the less than $10,000 sales grouping to $1,226, $1,682, $2,790, and $5,503 
per outlet in the four larger sizes of business. The sharp gain in dollar 
net earnings between the two largest sales classes was due of course to 
the pronounced gain in sales volumes, for average sules per store rose 
from $40,913 in the $30,000 to 350,000 to $93,464 in the $50,000 and 
over classification. 


Operating Results of Continuing Stores in 1941 and 1944 Compared 


Only 89 out of the 169 usable schedules received from country 
general stores co-operating in the recent survey of operating results 
gave figures for both 1941 and 1944. (iyhen these were sorted into the 
three enlarged sales classifications and then broken down between owned 
and rented establishments, however, only 3 schedules were included in the 
$50,000 and over sales size for rented stores. Statistics are therefore 
presented in Table 2 for only five of the six sales and occupancy classes 
of stores. In three of these the samples are rather small with only 8, 
10 and 11 reports forming the basis for the figures on operating results. 


It is important to note that for Table 2 the schedules were 
assigned to their sales sizes for both 1941 and 1944 entirely on the basis 
of the sales reported for 1941 regardless of the dollar volumes they 
obtained in the later year. For Table 1, on the other hand, the schedules 
were classified into their sizes of business by the sales they gave for 
1944, Resulting from this procedure, the averages appearing in Table l 
are not directly comparable with those given in Table 2 for the same year. 
This is because the schedules making up, for instance, the $50,000 and 
over store size in Table 1 may, and probably do, differ somewhat from the 
individual reports included in the same sales grouping for 1944 in Table 
2. Nevertheless, the method used in sorting the schedules for the latter 
table does permit the trends in operating results between the two years 
to be determined for idéntical and continuing stores. These trends, how- 
ever, are not necessarily accurate indicators of the average experiences 
of all such stores because the samples are too small to enable this pro- 
jection to be made. 


Turning now to the statistics presented in that table, a glance 
at the sales totals is sufficient to indicate the marked increases which 
the continuing stores experienced between 1941 and 1944. These in fact 
amounted to about 48, 46 and 68 per cent over 1941 levels for the less 
than $20,000, the $20,000 to $50,000 and the $50,000 and over sales sizes 
of owned stores, and to about 62 and 28 per cent for the two smallest 
sizes of rented outlets. Such gains represented a total increase of 54 
per cent for the owned and of 50 per cent for both owned and rented stores. 
Against these must be set the increase of 39 per cent shown in the Bureau's 
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indexes for a much larger sample of continuing general stores. It is 
obvious, therefore, that quite a number of stores reporting in the recent 
survey experienced sales gains considerably above many of those included in 
the Bureau's sample for monthly sales trends. 


Inventory turnover was faster in 1944 than 1941 


In view of the substantial gains in sales, it is not surprising 
to find, that the reporting general stores turned over their average inventories 
of merchandise at considerably faster rates in the later year. This was 
true of all five ofthe sales arid occupancy classes of stores. Thus for 1941 
the five averages ranged between 2.4 and 3.6 times per year and for 1944 
between the higher outside limits of 3.5 and 6.2 times per year. This up- 
ward shift in rates of stock turnover, however, was partly caused by changes 
in inventory positions. In the two smaller sizes of owned stores, average 
inventories per store at the end of 1944 were valued at 5 and 3 per cent 
higher than at the close of 1941 while in the largest a decrease of about 2 
per cent was recorded. For rented establishments with sales of less than 
$20,000, the averace ending inventory was almost 7 per cent higher but in 
the $20,000 to $50,000 sales class a decrease of about 29 per cent occurred, 
The three increases were much smaller than the expansions in sales and like 
the declines in-the- other two-sizes contributed to-faster turnovers of average 
inventories in 1944. In summary, the five figures for average inventories 
ranged between $3,943 and $16,089 per store in 1941 against outside limits 
of $3,758 and $15,811 in the later period, and by size of business moved 
steadily higher in both years as the stores became larger. 


Gross profit ratios averaged lower in 1944 for reporting stores 


Gross trading profits as percentages of sales varied for the five 
sales and occupancy classes of stores between 14.4 and 19.0 per cent of sales 
in 1941 and between 14.7 and 19.2 per cent in 1944. The greatest changes 
between the two years occurred in the $20,000 to $50,000 grouping for rented 
stores and in the less than $20,000 and the $50,000 and over sales sizes for 
owned establishments where the ratios declined from 17.1 to 15.9 per cent, 
from i7.c to, 16.1 and from 16.0 to 15.0, per cent, respectively. . In the other 
two categories, however, the average rates of gross trading profits remained 
virtually unchanged from their 1941 levels. These decreases are made all the 
more pointed by the fact that the reporting grocery and combination grocery 
and meat stores also experienced lower rates of gross profit in the more 
recent year. Nevertheless it would require a considerably larger number of 
reports to establish with finality the direction and extent of the trends 
here indicated. 


Declines featured all of the five sets of percentage averages for 
total operating expenses, the contractions in four of them ranging between 
0.9 and 1.8 percentage points and representing decreases varying between 
10 and 19 per cent from the 1941 rates of total operating expenses. Overall 
the five series of ratios for total expenses ranged between outside limits of 
8.4 and 10.2 per cent’ of sales in 1941 and between 6.9 and 8.6 per cent of 
sales in 1944. By size of business, moreover, the total expense percentages 
followed the usual pattern and were higher for the bigger stores in both 
years. 
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Higher net earnings percentages experienced in 1944 


Incorporating the results of changes in the ratios for gross trading 
profits and total operating expenses, proprietor's net earnings before in- 
come taxes and withdrawals when expressed as percentages of sales were 
higher in three-ofthe-ftve-crouprigps oT stores’ tn -1044-tran in iva... These 
sains were recorded by rented stores in the smallest, and by owned 
establishments in the $20,000 to $50,000 and $50,000 and over sizes of 
business where the avereges moved up from 10.5 to, le2.5 per cent, from 9.7 
LO, O.2,<per, @ent and. trom 9.8 to 6.6 per cent, respectively. Wor, Dae OLper 
two classifications, however, the ratios were practically unchanged from 
their previous levels. In summary, .the, five net earning percentages varied 
between 5.7 and 10.5 per cent of sales in the earlier and between 6.2 and 
12.5 per cent in the later period. when expressed in dollar figures, average 
earnings per store were,all much higher in 1944, and resulted mainly from 
the much larger sales volumes which were. experienced in the more recent 
period. In this regard, the averages for owned stores ranged upward by 
size of business from $993 to #3,921 per store for 1941, and from $1,442 
to $7,456 per store for, 1944, 


Payroll yvercentages tended to remain fairly stable 
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Among, the several types, of operating expenses, the ratios for 
employees" salarics and wages, for the most part. showed little change from 
1941 levels. The experiences of owned stores with 1941 sales of $50,000 
or more, however, differed somewhat from the general trend because their 
payroll ratio declined Tom 5.6. Der: Cent win Je) tO 4.8 hepicen. iit Toe 
later period.---Overall,- the percentages ranged between-1.5- and-5.6-per 
cent in, Loe. “and petween 1.7 and 4.0 Der cent Ol. SHles in Loeaa Tneaa. 
cases, however, the substantial increases in sales between the two years 
meant that the reporting stores were actually paying out, considerably. more 
in payroil if the ater period. iy ebee On WUSInecs bie DavrO.) Canoe 
adhered to the usual pattern with the larger stores in both years having 
the higher rates of expenditure for salaries and wages. 


1s amounted to 2.7 and 1.4 per cent of the sales of rented 
stores with sales of less than ¢20,000 and $20,000 to $50,000 in 194) and 
to 1.8 and 1.0 per cent of dollar volumes. for these two size. groupings in 
1944, This, of course, is'a natural trend for rentals are fixed dollar 
outlays and hence formed smaller fractions of the expanded sales volumes 
which were obtained in the more recent period. 


Advertising costs as percentages were very small in 1941 and 1944 
with the averages. ranging between less than O.1 and 0.2 per cent of sales 
in both periods. Depreciation allowances, on the other hand, were somewhat 
ereater, the five averages varying between 0.6 and 1.1 per cent of sales in 
1941 against outside limits of, 0,3. and 0.9 per cent of sales in 1944 and 
were all. somewhat lower in the more recent year. .In viéw of the increases 
in,sales which the reporting general stores experienced, however, it is 
probable that for many of them the dollar allowances were actually greater 
in 1944. By size of business the depreciation expense percentages were 
smaller in both years for the bigger retail outlets. The depreciation 
averages for the owned general stores, moreover, were larger than those of 


their rented counterparts in three of the four cases in which comparisons 
can be made. 


Other operating expenses, the..category which includes all remaining 
costs. of operation, were Lower as percentages of sales in three of the five 
groupings of general stores in 1944 and virtually unchanged in the two other 
cases. These averages ranged between 4.0 and 5.4 per cent of sales in the 
formen..y-ear...an.d..between..2.8..and..4..o-perCcent,..in. the,.Latex..PpeL1Loden..BYnSLZE 
of business the ratios in-both years. decreased as the store sizes became 
larnger..kefleeting the-higher-contentsiof occupancy costs, the*other expense 
ratios. for owned stores were higher in both years than. those which the 
rented establishments experienced. 
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Table 1.--Country General Stores - Operating Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944. 


Item 


Number of Stores Reporting ....««. 
TOUSL WSaLSS |. 2.5 ole sie cssis ws e's © wie e5 are 
Average Sales Per Store ..cececcces 
Total Inventory Reported, 
Beginning OF Veer esses +e 6 cles 
EndtOl -YOar iscsi s/s's estas eons sore 
AVCTAZC wT OKusVOOms ls oreleteveloidiele.sietele 
Average Inventory Per Store, 
Ene OF NYCOT 2 ciasiele'd cle alow sie oe eau els 
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Table 1.--Country General Stores - Operatins Results for Stores Classified 
According to 1944 Sales Size and Occupancy Basis, Canada, 1944 (Cont. 
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Table 2.-=-Country General Stores. ~ Operating Results for Stores Classified. . 
According to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944. - 
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Table. 2.--Country General Stores - Operating Results for Stores Classified 
According to 1941 Sales Size and Occupancy Basis, Canada, 1941 and 1944 (Cont...) 
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PART III - GENERAL MERCHANDISE AND DRY GOCDS STORES 


Trends by Size of Business, 1944 


General merchandise and dry goods stores, according to' the definition 
used in the 1941 Census of Merchandising, comprises two different types 
of business. One represents stores located in places of 2,000 population 
or over and selling a general line of goods which usually includes food 
products. Such establishments would be classed as country general stores 
if they were situated in places having less than 2,000 persons. The second 
type consists of a number of stores specializing in the sale of piece goods. 


As a further description, the percentage distribution ‘of the 
sales of general merchandise stores reporting their sales by commodities in 
the 1941 Census may be of interest. Dry goods and notions comprising piece 
goods, bedding and house linens and notions and smallwares bulked heaviest 
with 29 per cent of their total sales. Food products were also important 
at 17.3 per cent of sales while household supplies formed 1.5 and tobacco 
products 1.1 per cent of total dollar volume. Women's, misses! and 
children's apparel equalled the 17.3 per cent recorded for food products 
and this was followed by men's and boys' clothing at &.3 and by footwear 
at 2.7 per cent of total sales. House furnishings also made an important 
contribution which amounted to 5.4 per cent of the total trade. The 
remaining 17.4 per cent was spread over a wide range of goods, including 
hardware at 2.5 per cent; fuel at pbs per cents furniture, 1.5 per cent; 
paints and varnishes, 0.8 per cent; radios and electrical appliances and 
Supplies, 0.6 per cent, and miscellaneous merchandise at 10.4 per cent of 
the total sales so analyzed. 


Goods sold by country general and general merchandise stores 


Since both country general and general merchandise and dry goods 
stores handle such a diversity of merchandise.a comparison of the commodity 
distributions of their sales may be informative. Country general stores 
situated in places of less than 2,000 population tend naturally to con- 
centrate more on the staple lines of goods required by their farm and other 
rural customers. Food products, household supplies and tobaccos therefore 
bulked heavier, forming about 43, 3 and 4 per cent of their sales against 
corresponding figures of 17, 2 and 1 per cent for general merchandise 
stores located in the larger centers. Footwear made up 5 per cent of the 
dollar turnover of the country stores and only 3 per cent in the sales 
volume of the general merchandise establishments. Similarly, hardware 
and paints comprised 5 and 2.per cent of country general store sales against 
o and slightly less than 1 per cent of the trade of their more urban counter- 
parts. Gasoline and its related products, and hay, straw, grain and feed 
at 6 and 4 per cent of the sales of the country general outlets, however, 
were virtually unrepresented in the sales of the general merchandise stores. 


The general merchandise stores, on the other hand, concentrated 
much more on selling apparel and other lines of shopping goods to their 
more urban customers in 1941. The biggest difference appeared in dry goods 
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and notions which made up 29 per cent of their sales aguinst only 4 per 
cent for country general stores. Women's, misses' and children's clothing 
came next at 17 per cent in contrast to 4 per cent for the more rural 
establishments. Nouse furnishings came third at 5 per cent against less 
than )-per cent for the country stores. The sale of men's and boys! 
apparel items was about the same for each kind of store at 8 per cent of 
sales but the types of merchandise probably differed in nature and price 
to some extent. 


Turning now to the table of statistics, a total of 170 un- 
incorporated general merchandise and dry goods stores co-operated in the 
recent survey by returning usable reports on their operating results for . 
1944, These were sorted into five sizes of business for stores with sales 
of less than $10,000, with sales between $10,000 and $20,000, $20,000 and 
$30,000, 30,000 and $50,000, and for establishments having sales of 
850,000 or over. ‘hen such groupings were divided by types of occupancy 
between owned and rented stores, however, only 2 reports for owned establi- 
shments were included in the %10,000 to $20,000 store size. No averages 
were therefore shown for that classification. The samples were also quite 
small in the other four classes of owned stores with the numbers ranging 
between 6 and 12 reports; the results for these sizes should be treated with 
some caution. 


Inventory turnover higher for the larger stores 


Average rates of stock turnover for the nine sales and occupancy 
classes of general merchandise stores varied between a low of 1.4 and a high 
of 4.3 times in 1944. With but two exceptions the larger sizes of stores 
turned over their average inventories somewhat faster than the smaller ones. 
This of course was a natural result for once balanced stocks of goods were 
established, the inventories could support, with only moderate increases, 
proportionately larger volumes of sales. In illustrating this trend the 
stock turnover ratios for owned stores moved up from 1.4 times in the less 
than $10,000 to 2.7 and 4.3 ‘times in the $20,000 to $30,000 and the $30,000 
to $50,000 sales sizes to decline slightly to 4.1 times in the $50,000 
and over sales grcuping. For rented stores the averages expanded from 2.3 
in the smallest to 3.1, 2.8, 3.8 and 4.0 times in the four larger sizes 
of business. In relation to the country general stores, however, the general 
merchandise outlets had lower rates of stock turnover in all six of the 
comparable sales and occupaney groupings, a reflection of the smaller 
proportions of the fast-selling food, household supply and tobacco products 
which they carried. 


Because of the fairly low repeat demand and the style, vrice 
and size factors which featured many of the products they sold, the general 
merchandise stores apparently found it necessary to carry substantial 
quantities of goods in stock. Even the owned and rented stores with sales 
of less than $10,000 on averaze had inventories amounting to $2,757 and 
$1,812 per outlet at the close of 1944. From that point the values in- 
creased steadily to $7,244 and $7,117 per owned and rented establishment 
in the $30,000 to $50,000 size and to $18,790 and $15,329 per outlet for 
stores with sales of $50,000 or over. The sharp increases between the 
two largest groupings were due mainly to the considerable expansions in 
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sales because owned and rented stores in the $30,000 to $50,000 category 

had averdze sales of $336,638 and (38,270 per outlet against averages of 
$105,471 and {484,174 per store in the largest size of business. The 

average ending inventories of these stores, moreover, were higher than 

those of similarly-sized country general stores in five of the six categories 
in which comparisons can be made, a fact again explainable by the 

differences in:the commodity make-up of their sales. 


Changes in inventory levels between the beginning and the end 
of 1944 were somewhat.mixed for the nine groupings of stores. Decreases 
from beginning figures predominated among the four sizes ‘of owned establish- 
ments where three of them in fact showed declines of about 4 per cent 
against one which recorded an increuse of about 4 per cent. Gains, on the 
other hand, outnumbered declines among the five classes of rented general 
merchandise sstores where, increases of€; 20 >and Sper cent were scoredoin (the 
three smaller sizes of stores against contractions of 10 and 2 percent 
in the two largest classifications. Overall, the four categories of ovmed 
stores experienced an inventory decline of about 3 and the five groupings 
of rented outlets an increase of about 1 per cent from beginning valu- 
ations: 


Smallest stores obtained highest gross profit ratios 


Gross trading profits in eight of the nine sales and occupancy 
groupings ranged between 24,2 and 30.5 per cent of sales in 1944. In one 
of them, -however , sthe unusually Low fiigune of .b6.6 per cient swas:arecorded. 
This average probably reflects the presence of a number of ‘erratic icon- 
ditions in the grouping such as the inclusion of stores with relatively 
high proportions of food sales, of stores experiencing inventory losses, 
ete. 


By size of business, the highest average rates of gross ‘trading 
profit were secured by the smallest stores, the average for the owned ones 
amounting to 50.5 and for the rented ones to 50.1 per cent of sales. From 
these points, and omitting from the comparison the abnormally low ratio of 
16.6 per cent secured by owned establishments in the $50,000 to $50,000 
sales grouping, the averages for owned outlets dropped to 28.) and 25.4 per 
cent in the $20,000 to $30,000 and the $50,000 and over sales sizes, while 
for rented ones the ratios stood at the lower figures of 25.6, 26.3, 24.2 
and 27.1 of sales in the four larger classifications... There was thus no 
clear tendency for the percentages to vary either directly or indirectly 
with amount of sales made. In comparison with country general stores, the 
general merchandise outlets had higher rates of gross profit in all six of 
the corresponding groupings. This was probably due mainly to differences 
in the commodity composition of their sales for the general merchandise 
stores sold larger amounts of apparel and dry goods items on which the murk 
ups were generally higher than those which food products carried. 


Payroll ratios higher for the larger sizes of stores 
Among the operating expenses, the nine averages for employees' 


Salaries and wages varied between 1.4 and 9.4 per cent of sales in 1944, 
With but two exceptions the larger sizes of stores had the: higher payroll 
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percentages, the ratios for the four groupings of owned establishments 
increasing from 1.4 per cent in the less than $10,000 to 9.4 per cent in 
the $50,000 and over sales size, and those for the five classes of rented 
outlets. from 5.0 to’8.2 per cent., This upward trend was the natural 
result of changes in size for as the stores became larger their proprietors 
accounted for smaller shares of the enlarged work and hence found it 
necessary to add to their sales staffs to handle the greater selling and 
other activities of their businesses. Compared with the experiences of 
the reporting country general stores, the general merchundise outlets had 
higher payroll percentages in all but one of the six corresponding classi- 
fications: ~These“differences probably resulted principally from the 
greater amount of time required to handle and sell the larger amounts of 
shopping and less staple lines.of ‘goods which the general merchandise 
stores usua lly -carried,‘but’ the fact that they were located in the larger 
centers of population could also have been partially responsible. 


Average rental ratios generally lower for the larger stores 


Rentals as percentages of sales varied for the five sizes of 
business’ between 1.8 ‘and. 4.2 per cent of reported dollar volumes. ‘These 
generally followed the usual pattern and were lower for the larger 
establishments, the ratios dropping from 4.2 in the smallest to 2.6 per 
cent ir ’each of ‘the next “two larger ‘sales ‘eroupings, to 1.6 per cent: in 
the 1330,000 to #50,000 sales class and then rising slightly to 2.3 per 
cent for stores with 1944 sales of ¥50,000 or more. Comparisons with 
rented country general stores, however, can be made for only two store 
sizes. In these the general merchandise outlets had the higher rates of 
rental expense’) a fact which ‘probably reflects the influence of the 
larger ‘sizes of ‘Locality upon their rental costs. 


Advertising expense ratios for the nine sales and occupancy 
eroupings of general merchandise stores ranged between 0.1 and 0.6 per cent 
of sabes in 1944. By size of business the movement was quite erratic, 
there being no clearly marked tendency for the larger stores to have 
either higher or lower expense percentages for publicity.» In-comperison 
with country seneral stores, however, the general merchandise outlets had 
higher advertising expense ratios in four of the six comparable groupings 
while in the other two they were the same as those recorded by the country 
stores. 


Nevreciation and other expense ratios also averaged lower 


Depreciation allowances on the fixed assets of the reporting 
feneral merchandise stores when expressed as percentages of their sales were 
generally lower for the larger sizes of business. For owned .establishments 
the four ratios declined from 1.5 per cent in the less than $10,000 to 
0.7 per cent inthe $50,000 and over store size-while for the five sizes 
of rented stores the averages’ declined from 0.7 to 0.4 per cent. This 
downward trend is’ a reflection of the higher investment in fixed store 
assets in reletion to the sales volume which the* smaller outlets obtuined. 
Due’ to their ereater investments: in buildings and fixtures’ the depreciation 
expense percentages were naturally somewhat: larger’ for those stores which 
owned’ their ‘own premises.-- In comparison with the depreciation expense 
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percentages of their rural counterparts, however, no regular pattern was 
“apparent for in three of the six corresponding groupings the general 
merchandise stores had the higher ratios while in the other three they 
were somewhat lower. $ 


All other operating expenses including supplies, communications, 
taxes other than income taxes, insurance, light, heat and power, repairs, 
interest on borrowed money, etc., were grouped under one heading. Some 
of these, of course, were commonly experienced and therefore quite uniformly 
reported while others may not have been so generally encountered nor so 
consistently included, Nevertheless, the ratios for these residual 
expenses were consistently lower in the lurger sizes of general merchandise 
stores, a trend probably resulting from the inclusion of various items of 
fixed costs which vary inversely with sales. Thus for owned establishnents 
the ratios ranged downward from 7.4 per cent of sales in the smallest to 
4.9 per cent in the largest store size and for rented stores from 6.8 to 
5.7 per cent of sales. Against their rented counterparts the four groupings 
of owned stores had the larger averages for other operating expenses, a 
reflection probably of the higher residual occupancy costs which the latter 
type of outlets experienced. In comparison with the reporting country 
general stores, moreover, the general merchandise establishments had 
the larger percentages for other operating expenses in all six of. the 
classifications where comparisons can be made. 


Total expenses ratios were irregularly higher 


Summarizing the expenses just described, the nine averages for 
total operating expenses varied between 9.5 and 15.2 per cent of sales in 
1944. Going from the smallest to the largest sizes of stores the trend in 
these percentages was highly irresular, the averages for owned outlets 
moving from 10.6 per cent in the less than $10,000 to 11.7, 9.5 and 14.2 
per cent in the three larger sales sizes, and for rented ones from 14.9 
per cent in the smallest to 11.35, 14.5,.12.7 and 15.2 per cent in the 
bigger sizes of stores. Generally speaking, the larger sizes of un- 
incorporated stores usually have the higher percentages for total operating 
expenses. Such a trend would have been apparent here if the five sizes 
had been combined into three groupings for stores having sales of less 
than (20,000, between $20,000 and $50,000 and of $50,000 or more. Reflecting 
the influences of factors already discussed the total expense ratios of 
the general merchandise outlets were all higher than the six corresponding 
averages obtained by the country general stores which reported their results 
for 1944, 


Net earning percentages were lower for bigger stores 
ae ee 


Proprietor's net earnings before income tuxes may be regarded as 
comprising two elementS,- one consisting of the compensation for the operator's 
managerial services and the other representing his annual return in the 
form of net trading profits. Including these, the nine ratios for net earnings 
varied between extreme limits of 7.1 and 19.7 per cent of sales while the 
middle seven ranged between the narrower outside figures of 11.2 and 16.4 
per cent in 1944. The larger sizes of stores tended to have the smaller 
rates of net earnings for tHe percentages moved irregularly downward from 
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19.7 in the smallest to 11.2 per cent in the largest of the four groupings 
of owned and from 15.2 to 11.9 per cent of sales for the five sizes of 
rented establishments. Resulting directly from their higher percentages 

of gross profit, moreover, the general merchandise stores obtained higher 
net Carnings ratios than those which the six comparable groupings of country 
stores recorded.in the year under review. 


Actual dollar fireures for net earnings per store were generally 
much; higher for the larger than the smaller general merchandise stores. 
Among the four groupings of owned stores the averages moved upward from 
$1,125 per store in the smallest to $4,019 in the £0,000 to $30,000 store 
size from which it dropped to 42,593 in the next and then jumped to 
11,762 per outlet in the largest sales grouping. For the five classes of 
rented stores, however, the averazes increased steadily from $862 per out- 
let in the smallest to $2,016, 82,779, $4,397 and $10,036 per store in the 
four larger sizes of establishments. The substantial gains between the 
two largest. sizes of business were due of course to major expansions in 
the dollar volumes, the average sales of $36,638 and $36,270 per owned and 
rented store in the $30,000 to $50,000 sales size being greatly exceeded 
by the averages of $105,471 and {:84,174 per owned and rented outlet in the 
largest size of business. 
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DEFINITIONS 


NET SALES represent the real volume of business done. Allowances and dis=- 
counts granted to customers and value of goods returned by customers 
are deducted from gross sales, but sales of meals or lunches provided 
employees and any goods withdrawn by the proprietor for personal use 
are included. 


GROSS TRADING PROFIT OR MARGIN is the difference between the cost of mer- 
chandise sold and the selling price. The cost of merchandise sold 
is calculated by adding the beginning inventory to net purchases and 
deducting ending inventory. 


OPERATING EXPENSES are the amounts paid out for any and all expenses in- 
curred in operating & business, except the cost of merchandise. They- 
include; 


Salaries and wages paid to employees before deduction of income 
taxes or unemployment insurance. Proprietors’ salaries or 
withdrawals are not included. 


Advertising 


Store Supplies used in the business during the year such as; 
wrapping paper, office supplies, gasoline and oil for 
delivery trucks. 


Loss on bad debts in the year ~ amount written off less bad debts 
recovered » 


Taxes and insurance > business, property and water taxes, licences 
including truck licences, insurance premiums carried for the 
protection of the business. Income taxes are not included. 


Rentals ~ for premises used only in the business. 


Heat, light and power used in the year. 


Repairs and maintenance = incurred for the purpose of keeping 
fixed store assets in efficient operation, including 
delivery equipment. 


Depreciation ~ allowances to cover decreases in the value of 
fixed store assets including delivery equipment. 


All other expenses - telephone, telegraph, postage, bank charges, 
legal, collection and auditing tees, etc. 


NET PROFIT is the difference between gross margin and total expenses, and 
includes proprietors’ salaries and withdrawals. 


STOCK TURNOVER is the number of times in a year that the merchandise is sold 
and replaced. The average of the beginning and year ending invento-~ 
ries is divided into the cost of merchandise. 


CUSTOMERS* ACCOUNTS OUTSTANDING are all accounts receivable on the books at 
the end of the year. 
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TING RESULTS OF ALL COUNTRY GENERAL 
AND DRY GOODS STORES, 1945 


Introduction 


This report is one of a series reviewing average operating results 
for 1945, and covers country general stores and dry goods stores. In 1944 
a Similar survey was carried out for a dual purpose; to provide an estimate 
of the contribution made to the national income by unincorporated retail 
stores, and to provide relLiable statistics on operating costs in retail 
trade. The average results presented in this report were obtained from 
stores whose individual profits and expenses vary considerably. Therefore, 
if the results of an individual store do not coincide with the averages, it 
does not follow that the store is being operated inefficiently. 


The tables, however, may assist the merchant in deciding where 
economies may be most effective and may indicate the need foi additional ex- 
penditures in other phases of business operation to meet changing conditions. 
Repairs or replacements of fixed assets and equipment, not available during 
war years, may now become &@ necessity. The resuming of pre-war services 
such as deliveries and credit, may be necessary to keep up sales volume in 
face of otherwise declining sales. With the possibility of more competition, 
unstable prices and greater expense outlay, these basic operating ratios may 
be of use in planning for changed conditions in the retail field. 


The ultimate objective of business is to realize a net profit on 
operations. This might be the first item of comparison an individual owner 
makes with his own results. If his net profit is greater than the average 
shown for his particular business in this report, he may gain further by 
item=by~item comparison of his operating costs with those in the tables. 

If his net profit is smaller than average, a careful check should be made on 
his different expense items, uSing the averages shown as 4 guide in deter- 
Mining which items require investigation. In this way improvement in gross 
margin or a lessening of expenses may be accomplished to result in a greater 
net profit. 


The prospective new entrant may find much information useful in 
planning his inventory outlay, expected rate of stock turnover, and various 
expenses such as salaries, advertising, rentals and so on. 


Definitions of the terms used in this report and the components of 
the different expense items are given on page <. When making comparison 
with other results, allowance should be made for any difference in defini- 
tions. When making comparisons of present day results with this report, 
allowance should also be made for any economic changes which have occurred 
since 1945. Chain stores were not included in this survey. 


-= 4 = 
SUMMARY 


Some of the significant features in the operation of retail country 
general stores and dry goods stores in 1945 are noted below. 


Country General Stores 


1. The average country general store operated on & gross margin 
of 15.4 per cent of net sales, which was slightly greater 
than the 14.7 per cent margin in 1944. An increase in ex- 
penses as compared to 1944 resulted in a net profit, before 
deduction of proprietors’ salaries and income taxes, very 
close to the 1944 ratio = 1945, 6.8 per cent; 1944, 6.6 per 
cent. (See table 1). 


&. With the exception of the largest size store, net profits de- 
creased in ratio to sales as business volume expanded. Gross 
profits were irregular in trend for the different size of 
business classes. Because of the difference in business 
volume, the dollar value of net earnings was much greater in 
the large stores. 


The ratio of salaries and wages increased considerably 
with sales volume. In general, the other expense items showed 
diminishing ratios to net sales as the size of business in- 
creased. (See table 3, page 8). 


5. Narrow gross margin and high ratio of salary expense to net sales 


characterized the "less profitable" group of stores. (See 
table 4, page 9}. 


Table 1. 


= Operating Results of Country General Stores, 1945 
(with 1944 percentages for comparison 


ne ee 


1945 1944 
(560 stores reporting) (169 stores 
Item Average | Percentage reporting ) 
dollar of net Percentage 
a figures: | of net sales 
Average net sales ..... 4:0 Gc Gack ° 


Gross” tragic) profit. «.<ie4e eels 
Operating expenses: 
Employees’ salarieS ...c.00 
Advertising  o.0 6 00% 6% .20 66.0% 
Store supplies cccoccccocece 
Bad GDS: vosicst sow ew <lels sco 
Occupancy expenSe ...ccccce 
All other expenses ..oco2.000. 
Total operating expenses .... 
Net profits before deduction 
of proprietors’ salaries 
and Imcome Gaxes sai ow lets os 
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Dry Goods Stores 


1. The average dry goods store realized a gross margin of 27.3 per 
cent in 1945. Expenses amounted to slightly over half of 
gross margin, leaving a net profit of 13.3 per cent before 
deduction of proprietors' salaries and income taxes. 

(See table 2). 


2. Change in business volume did not cause any definite trend in 
either gross profit or net profit ratios to net sales. Salaries 
and wages paid employees showed the only definite trend; one 
of increasing ratio as sales volume rose. (See table 5, page 11). 


1945 
(221 stores re 


Item Average Percentage 
dollar of net 


fig 


Average net SaleES ...ccececvess 
Gross, trading profit ..eccrcses 
Operating expenses: 
Employees salarieS ...cece 
CKO? Gud Gnhoococons 
PEOrCeSuppl 16g) \«.«< cess See 
BaG LG SUGES  « s< 0% 6 os ise ss si0. 9% 
Occupancy EXpenSe ...ceeecoe 
All other expenses .cccsces 
Total operating expenses .... 
Net profits before deduction 
of proprietors’ salaries 
and income tax ...-...scoe. 


GENERAL DISCUSSION AND TABLES 


Country General Stores 


Stores classed as country general stores are those selling a 
general line of merchandise and situated in localities of less than 2,0CO 
population. Fooe picducts bulk large in the commodity sales of these 
stores, but if more than 80 per cent of sales, the business was classified 
as a grocery storee Clothing, dry goods, shoes, hardware and tobacco 
products were the other important types of commodities handled. 


& total of 560 usable reports were received from independent 
unincorporated stores. When classified by size of business and occupancy 
basis, there were only nine rented stores in the size class of less than 
$10,000 annual net sales. Their results were not considered as representa- 
tive and are not shown. A predominance of owned stores occurred in this 
classification. 


= = 


Trends. by Size of Business (Table 3 age 8 


Both gross and net profits decreased somewhat irregularly as a per- 
centage of net sales from the small store to the middle size classes, then 
rose in the largest size group. This larger ratio of net profit in the 
largest size store results in 4& corresponding increase in actual aollar 
value of net earnings. 


Like other retail businesses, salaries paid to employees in country 
general stores increased in percentage with volume of business while rent 
expense decreased. Other expenses remained fairly constant over the 
different size categories. 


In general, stocks held at the end of 1945 exceeded in value the 
stocks held at the first of the year. The rate of stock turnover increased 
in proportion with sales volume from 2.9 times in the smallest store range 
to 6.0 times in the largest. 


Comparison with Previous Years (Chart 1, page 7) 


A survey on operating results in country general stores was taken 
in 1938 and another in 1944 which also included results’ for 1941. The size 
of business ranges were not always identical for the years compared, but 
all available comparisons sare shown in chart 1. In most cases, net profits 
in 1945 were greater than in any previous year. 


While gross margins have decreased since 1938, expense curtailment, 
especially in salaries, more than offset the smaller margins to result in 
greater net profit ratios in more recent years. e 


Comparison Between Less Profitable and More Profitable Stores 


(See table 4, page 9) 


In table 5, the operating results of country general stores are 
classified as below and above the average net profit. Comparisons are shown 
only where the sample number of stores was large enough in both profit 
segments. The detail of this table is reduced by the omission of items of 
little or no difference between the two degrees of profit. 


The greatest difference between the ratios of less profitable and 
more profitable stores occurred in gross profit. A high salary ratio also 
contributed to the less profitable character of the below average store. 
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Dry Goods Stores 


Dry goods stores comprise those stores selling piece goods, notions, 
smallwares, and clothing. If the sale of clothing forms over 50 per cent of 
total sales the store is classified as such. A total of 221 independent 
unincorporated stores returned usable reports. All size and occupancy 
classes are shown except owned stores with annual net sales of $100,000 or 
over where the number in the sample was only one. Comparable figures for 
previous years are not available. 


Trends by Size of Business (Table 5, page 11 


Both gross and net profits formed an irregular pattern in ratio to 
net sales as the volume of business increased. This may have been due to 
& variation in the commodity composition of the reporting stores in the 
different size brackets. While salaries and wages paid to employees in- 
creased in ratio with sales volume, the remaining expense items showed no 
regular trend. 


Stocks on hand at the end of 1945 were greater than at the be~ 
ginning of the year in five of the nine classes shown. The stock turnover 
rate increased consistently with sales volume from 1.6 times in the smallest 
size range to 4.< times in the largest. 
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DEFINITIONS............ ea 


NET SALES represent the real volume of business done. Allowances and dis- 
counts granted to customers and value of goods returned by customers 
are deducted from gross sales, but sales of meals or lunches provided 


employees and any goods withdrawn by the proprietor for personal use 
are included. 


GROSS MARGIN is the difference between the cost of merchandise sold and the 
selling price. The cost of merchandise sold is calculated by adding the 
beginning inventory to net purchases and deducting the ending inventory. 


OPERATING EXPENSES are the amounts paid out for any and all expenses incurred 


in the operation of a business, except the cost of merchandise. These 
include; 


Salaries and wages = paid to employees before deduction of 
income taxes or unemployment insurance. Proprietors’ 
Salaries or withdrawals are included in Net Profit. 

Advertising . 

Store supplies - used in the business curing the year ~- 
wrapping paper, office supplies, gasoline and oil for 
delivery trucks. 

Loss on bad debts - during the year ~ amount written off 
Less debts which are recovered. 

Taxes and Insurance - business, property and water taxes, 
licences including truck licences, and insurance 
premiums carried for the protection of the business. 
Income taxes and other taxes collected for remittance 
to governmental bodies are not included. 

Rentals - monies paid for premises used only in the business. 

Heat, light and power expenses - amount paid for these used 
during the year. 

Repairs and maintenance ~ incurred for the purposes of keeping 
fixed store assets, including delivery equipment, oper- 
ating efficiently. 

Depreciation ~ allowances to cover decreases in the value of 
fixed store assets, including delivery equipment. 

Qccupancy expense - comprises taxes and insurance, rent, heat, 
light and power, repairs and maintenance, and depreciation. 

Other expenses ~ telephone, telegraph, postage, bank charges, 
legal fees, collection and auditing fees, etc. 


NET PROFIT is the difference between gross margin and total expenses, and 
includes proprietors! salaries and withdrawals. 


STOCK TURNOVER is the number of times in a year that the merchandise is sold 
and replaced. The average of the beginning and year ending inventories 
is divided into the cost of merchandise. 
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OPERATING RESULTS OF COUNTRY GENERAL 
AND RETAIL DRY GOODS STORES 


INTRODUCTION 


The operating results of country general stores and dry 
goods stores are presented in this report, which continues the series 
of bulletins published in 1944 and 1945. The survey is based upon 
operating statements contributed by a sample of independent unin- 
corporated firms throughout the country in these two kinds of business. 


Results of earlier studies are compared with those of 1946. 
Tables and charts clarify and facilitate understanding of the text. 
It is hoped that merchants, students and others will consult these 
reports as sources of reference and information. © 


Once euch yeur, at least, the merchant niust come to grips 
with the problem of reviewing his operations, ana calculating his 
expenses und profits. At the sane time he may make plans for the 
coming months, applying his knowledge, experience, and personal 
observations to increase the etficiency of his business. This 
bulletin has been prepared for the purpose of sugmenting the mer- 
chant's experience with cata which describe the operations of his 
own type and size of business. 


Our studies do not attempt to deal with such matters as store 
layout, advertising display, and salesmanship, which may be called 


methods of operation. The emphasis here is upon operating results, 


comparisons of vrofit and loss statements and their component parts. 


The necessity of maintaining some orderly system of book- 
keeping cannot be over-emphasized. If some method of current record 
keeping is not employed, it is difficult to compare individual oper- 
ations with average experience as shown in this study. It is essential 
that the meanings of terms be checked in such comparisons. For this 
purpose a list of definitions has been inserted at the beginning of 
this bulletin. 


The component parts of operating ratios are graphically 
portrayed in the following formula and bar chart: 


NET SALES=COST OF GOODS SOLD + GROSS MARGIN 


ecg. ies ale NET SALES te 
BB! EEE EEA EEE EY Z 
| ane A PROF IT] 
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GROSS MARGIN=EXPENSES + NET PROFIT 


SUMMARY... ....... 


COUNTRY GENERAL STORES 


1. On the average, country general stores realized a gross margin 
of 15.5 per cent in 1946, altered by only one point from the 
1945 ratio of 15.4 per cent. An increase in operating expenses, 
particularly salaries paid to employees, left a net profit of 
6.6 per cent, a slightly smaller ratio than that obtained in 
the previous year and the same as the 1944 figure. (See Table l, 
below). 


es Gross profits in 1946, as percentages of net sales, were irre- 
euler in trend over the different size-of~business classes, but 
were lowest in the middle size groups. In common with most of 
the retail trade, employees' salaries advanced in proportion 
with increased volume of business from 1.€ per cent to 6.6 per 
cent in the largest stores. The rate of stock turnover in- 
creased from <.7 times per year in the smallest size-group of 
stores to 5.5 times in the largest. (See Table 5, page 10). 


5. Net. profits decreased from 9.& per cent of net sales in owned 
stores with sales less than $10,000 to 5.5 per cent in stores 
with sales over $100,000. This lesser ratio in the larger 
class, however, represented greater dollar volume of net 
profits per store. (See Table 4, page 10). 


TABLE 1. - OPERATING RESULTS OF COUNTRY GENERAL STORKS - 1944, 1945, 1946 


_ 


Number of stores reporting ........ | 169 560 
Average net sales per store ..... $ 56 5464 42,492 
BOS Ge ATO mS. ste ee erode « sete wiSele Viale 6-6 | 14.7 e514. 

Operating expenses: 

Employees! salaries and wages ... 5 6 

EvGhyGherlcplied Aran c state eakareborsis: -reiens 

Store. SUPPLIES. « shais est fehaiph Sat gabe oh Ve 6? ‘ 

Bad debts ...+. +. ee ce ee ae 

OCCUpaNnCy EXPENSE .2eeeecesewy ya5 

Me Uler CXPCNEEE 5 eels «ees a 
Total operating EXPENSES. eocrcccves 8.1 


Net profits before deduction of 
proprietors! salaries and income 
tax oeoeovoeoeaeeevwarervoevev*#eoevoonevr ec oev e808 9 8 6.6 


(Items expressed as percentages Of net sales) 


DRY GOODS STORES 


1. An average gross profit or margin of £5.& per cent was realized 


by independent retail dry goods stores in 1946, somewhat lower 
than the £7.3 per cent obtained in 1945. Although expenses 
were reduced from the previous year, net profit was also lower 
than that for 1945- 16.5 per cent in 1946, as compared to 13.3 
per cent in 1945. (See Table &, below). 


a 


Little change was shown in gross and net profits over the size- 
of-business groups except in the smallest class where the ratios 
were somewhat greater. Salaries paid to employees as a proportion 
of net sales increased with sales volume ana stock turnover was 
more frequent in the lerger stores. The inventory position was 
considerably better at the end of the year than at the beginning. 
(See Table 4, page 12). 


TABLE <. ~ OPERATING RVSULTS OF RETAIL DRY GOODS STORES - 1945, 1946 


Net profits before deduction of pro- 
prietors' salaries and income tax .... 


(Items expressed as percentages of net sales) 


1946 

Number of Stores reporting’ Fees. «os ata eel £45 
Average net Sales per Store c.ccceceee § 5,786 37,204 | 
Gros SOMcic erie a slererote orersiche eteraiciars chelate evereierere HESS 208 
Operating expenses: 

Employees' salaries and wages ..er.ec6 6.9 6.5 

/ ROWS SPLIOVS:. <5 Blam. or Gas HOO POS OOo ono 0.6 0.6 

Store: SUPDLLOS— sted ete versie sees eta teny bres Ov? Ca? 

BEC COGU UR. eases sues) sa ake etal erates <a abreast as gad Ol 

OCGUDSNCY CX PCHSE cise ess velo 5 <s siela seals 4.2 507 

PILE ORG MDE ME GNU! Gos oGh ooo te 6 OG oOC 149 1.9 
oval; operating Expenses. sc... ss «+ sisi ase = 14.0 15.3 


OPERATIONS OF COUNTRY GENERAL STORES 
1938 TO 1946 COMPARED | 


COUNTRY GENERAL STORES 


Gross profit or margin decreased from: 16.1. per. cent..of:.net 
sales in 1956 to 14.7 per cent in 1944 and has risen since then to 
15.4 and 15.5 per cent in 1945 and 1946 respectively. Net profits 
were lowest in 195& at 4.5 per cent, and changed little between 1941 
and 1946, ranging between 6.6 and 6.€ per cent of net sales. 


The average Sales of the sample stores ranged from $357,714 
in 1938 to $47,764 in 1946 with 1941 the low point at $27,194. RBegin- 
ning inventories expressed as percentages of net sales declined from 
25.8 per cent in 1958 to 16.7 in 1946. . Stocks held at the end of the 
year declined in ratio to sales from 25.4 per cent in 1958 to 17.7 per 
cent in 1945 and rose to 19.4 per cent at the end of 1946. The low 
level in stock-sales ratio was at the beginning of 1946. 


The rate of stock turnover rose from 4.5 times a year in 
1956 and 5.4 times in 1941 to 4.7 and 4.6 times in the later war years. 
This was no doubt due to a greater demand for merchandise which was in 
more limited supply than in earlier years. The comparison of these 
main items in the operation of country general stores, is shown in the 
following table. Comparable information concerning, profits ana ex- 
penses by size of business is illustrated in the chart on page 9. 


COMPARISON OF MAIN ITEMS OF THE PROFIT AND LOSS STATEMENT OF COUNTRY 
GENERAL STORES - 1956, 1941, 1944, 1945, 1946 


— 


Beginning ‘Ending Stock 
atlas inventory inventory turnover Gross 
Soe gq or net % of net times margin 
(hee ACTS sales sales 


% 


57,714 
£7,194 
56 5462 
425496 
47 ,'764 


DRY GOODS STORES 


No comparable figures on dry goods stores are available 
prior to 1945. The main items for 1945 and 1946 are shown in 
Table 2, page 6. 


GENERAL DISCUSSION TABLES, AND CHARTS 


1. COUNTRY GENERAL STORES 


Stores classed as country general stores are those carrying 
a general line of merchandise and Situated in localities of less than 
&,000 population. Food products bulk large in the commodity sales of 
these stores, but if more than &0 per cent, the business was classed 
as a food store. Other commodities generally handled are clothing, 
dry goods, shoes, hardware and tobacco products. 


‘ When the 607 usable returns were classified by size of 
business, there were only five in the rented category with sales less 
than $10,000. The results fron this small coverage were not considered 
as representative and are therefore not shown. 


Trends by Size of Business (Table 5, page 10) 


Gross profit or margin decreased in ratio to net Sales from 
the small store to the middle size of business then rose in the largest 
Size groups. Net profits followed a general downward trend in ratio as 
busingss volume increased. 


Similar to other retail businesses, the ratio of salaries 
paid to employees increased with volume of business. The other ex? 
pense items remained fairly constant over the various size ranges. 
Stocks held at the end of the year were greater in dollar value in 
all size categories than at the beginning. (See Table 3, page 10). 
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%e DRY GOODS STORES 


This cless of store sells piece goods, notions, smallweres, 
and clothing. To remain in the classification, however, clothing 
must not form more than 5C per cent of total net sales. A total of 
£45 independent unincorporated stores submitted satisfactory reports. 
When classed by size of business there’ were too few stores in the 
ownea category with over $10C0,0CO sales volume to ellow presentation 
of their results. 


Trends by Size of Business (Table 4, page 12) 


Cross and net profits, as percentages of net sales, were 
greater in the stores with sales less than $10,000 but remained 
fairly constant over the other size groups. While salaries and 
wages increased proportionately with sales volume, the occupancy 
items of taxes and insurance, rent, light, heat, and power, and 
repeirs decreased in ratio in the larger size stores. 


Every Size and occupancy class held larger dollar volume of 
stock at the end of the year than at the beginning. Expressed in 
dollar value, net profits ranged from $664 in the smallest size class 
to $6,690 in the largest. 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the 
Bureau of Statistics are divided into 3 volumes, as follows: Volume I — The Primary 
Industries, including mining, forestry and fisheries; Volume II — Manufacturing; Volume II — 
Merchandising and Services. 


Volume III consists of the following parts with individual trade reports listed under 
each: 


Part I — Wholesale Statistics 


A — Wholesale Trade, 25¢ 
*B — Operating Results of Food Wholesalers, 25¢ 
*C — Operating Results of Dry goods, Piece Goods, and Footwear 
Wholesalers, 25¢ 
*D — Operating Results of Miscellaneous Wholesalers, (Automotive 
parts and accessories, drugs, hardware, plumbing and heating 
equipment), 25¢ 


Part I] — Retail Statistics 


E — General Review, 25¢ 
F — Retail Trade, 50¢ 
G — Retail Chain Stores, 50¢ 
*H — Operating Results of Chain Food Stores, 25¢ 
* I — Operating Results of Chain Clothing Stores, 25¢ 
* J — Operating Results of Miscelluneous Chain Stores (variety, 
drug, furniture), 25¢ 
K — Operating Results of Retail Food Stores, 25¢ 
L — Operating Results of Retail Clothing Stores, 25¢ 
M — Operating Results of Retail Hardware, Furniture, Appliance 
and Radio Stores, 25¢ 
N — Operating Results of Filling Stations and Garages, 25¢ 
O — Operating Results of Miscellaneous Retail Stores, 25¢ 
P — Retail Consumer Credit, 25¢ 


Part Il] — Service and Special Fields 


Q — Laundries, Cleaners and Dyers, 25¢ 

R — Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S — Hotels, 25¢ 

T — Sales Financing, 25¢ 

U — Farm Implement and Equipment Sales, 25¢ 

V — New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W — Advertising Agencies (Memorandum), 25¢ 

X — Motion Picture Production (Memorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


* Biennial reports — not issued for 1952. 
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Operating Results and Financial Structure Independent General Stores, 1952 
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Note: ‘‘Operating Results and Financial Structure Independent General Stores’’ was former- 


ly contained in the bulletin ‘‘Operating Results and Financial Structure Miscellaneous Retail 
Stores”. 
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DEFINITIONS 


Profit and Loss 


Net sales — the dollar volume of business done, allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals 
or lunches provided employees and any goods withdrawn by the proprietor for personal use are 
included. 


Cost of goods sold — determined by adding the beginning inventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except delivery) — payments to employees before deduction of income tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net operating 
profit’’ in unincorporated store operations. 


Taxes — business, property and water taxes. Taxes collected for remittance to governmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums forinsurance policies carried to protect the business, 

Rent — payments for use of business premises, 

Heat, light and power — cost applicable to year’s operations. 

Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licenses and insurance on delivery equipment and supplies used in connection with delivery 


(gas, oil, etc.). 


Repairs and maintenance — costs incurred to keep fixed store assets operating efficiently 
(excludes capital expenditure). 


Depreciation allowances — provision for decrease in the value of fixed store assets. 
Store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable customers’ accounts receivable less 
the amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is the difference between ‘‘total operating expenses’’ and ‘‘gross profit’’ 
and includes proprietors’ salaries and withdrawals before income tax deductions, 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


DEFINITIONS 


Balance Sheet 
Assets 
Cash on hand or in bank — the amount of cash in the business at the end of the year. 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
the year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the book value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 
Liabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future and represent accounts 
payable or any item that may be considered as a direct lien against current assets. 


Fixed liabilities — mortgages secured by fixed assets and separated, as are fixed assets, between 
those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income. 


Net worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawls. 


— Incorporated business — net worth is shown intwo parts: (1) Capital stock, which 
represents the shareholders’ investment of fully paid-up subscribed shares, and (2) Surplus, 
which represents distributable surplus, capital surplus and eamed surplus. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of times in a year that the average merchandise inventory is sold 
and replaced. The average of the beginning and ending inventories is divided into the cost of 
goods sold. 


Note: Each of the following ratios are expressed as a percentage of‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up”’ represents 
the difference between ‘‘cost of goods.sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from whichthe merchant meets his operating expenses and obtains his net operating 
profit. 


Operating Expense Ratios — Each item of expense, as well as ‘‘total operating expenses’? when 
expressed as a percentage of ‘‘net sales’® shows the amounts of the average sales’ dollar 
required to operate the average business. 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total operating expenses’’ have been deducted. From this amount, the per- 
centage allowances for both proprietors’ salaries and income tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment. 


Balance Sheet Ratios 


Current Ratio — Current Assets + Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Cash+Accounts Receivable + Government Bonds and Securities + Curent 
Liabilities — sometimes referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio”’ as a 
test of current credit strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘ working capital’’(cwrent 
assets less current liabilities) and a proprietor’s equity in the business. That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary. 


Worth-Debt Ratio — Net Worth + Total Liabilities — If used in conjunction with the ‘‘cwrrent ratio”? 
would reflect any weakening of the capital structure of a business through large loans which 
give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales + Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT GENERAL STORES 
1952 


INTRODUCTION 


The ratios appearing in the operating results 
bulletins may not constitute an ideal pattern of 
operations which all retailers should set as a goal, 
but they do represent a standard by which the 
retailer may ascertain whether or not his operations 
are being conducted as effectively, economically 
and profitably as those of the trade in general. To 
the merchant whose profits are below average, the 
operating results summaries may help to disclose 
the reasons which account for this situation. Re- 
flection and consideration onthe part ofthe merchant 
make it possible to decide whether his operating 
methods should be altered or whether the situation 
is normal in the light of conditions peculiar to the 
location of his business. 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shownin the biennial operating results 
bulletins issued by the Dominion Bureau of Statis- 
tics. Many accounting firms whose clientele includes 
retail merchants have shown much interest in these 
series, 


A number of trade papers and business periodi- 
cals have reproduced and interpreted the results of 
previous studies with the object of illustrating to 
retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to en- 
courage, since it meets with one of the most im- 
portant objects in maintaining this series, namely 
the promotion of improved merchandising on the 
part of retailers, 


Statistics derived from other sources have 
shown that the mortality rate of business is much 
higher among new entrants into the field of retailing 
than among those established for five years or more. 
There are many reasons for this, some of them 


associated with the natural incompetence of the 
initiate retailer which could not be completely 
overcome by means of operating statement analysis. 
It seems reasonable to suppose, however, that 
failure in many cases is the result if inadequate 
knowledge on the part of new proprietors of the 
true fiscal requirements involved in operating a 
business and the proper allocation of costs. Where 
capital is limited, as is often the case in a newly- 
established store, it would seem that most careful 
attention should be given to maintenance of proper 
records and that provision be made to check against 
some such standard performance as these publica- 
tions provide. 


Analyses of both profit and loss statements and 
balance sheets are presented in this report. 


Profit and loss data are shown for owned and 
rented stores separately, and for various sales-size 
categories. 


Balance sheet data, which was introduced in 
1948, is continued in this 1952 study. This informa- 
tion is presented by sales-size and kind of occupan- 
cy groups for stores with $20,000 or more annual 
net sales. Where possible, a further differentiation 
has been made between businesses in operation less 
than 10 years and 10 years or more. An important 
change, introduced in 1950, is the segregation of 
fixed assets andfixed liabilities between those used 
in the business and those not used in the business. 
This makes possible a better relationship between 
assets used in the business and sales than was 
possible when allfixed assets of the proprietor were 
reported as one item. 


This year, definitions of the ratios presented 
in this bulletin, for comparison and financial state- 
ment analysis, are shown on the opposite page. 


01-8 MERCHANDISING AND SERVICES 


INDEPENDENT GENERAL STORES 


This classification includes stores recognized 
by the trade as independent general stores. The term 
‘independent’? is used to mean non-chain or single 
establishment firms. The sales of these stores were 
comprised of a general line of merchandise and the 
stores were generally situated in localities of less 
than 2,000 population. Of the total annual sales, 
food comprised the largest portion and the remainder 
was clothing, dry goods, shoes, hardware, etc. 


Reports suitable for profit and loss statement 
tabulations were received from 364 unincorporated 
firms, Of these, 310 were operated by owner- 
proprietors and 54 by lessee-proprietors. Tabulations 


of averages and ratios are shown separately for 
each of these categories. In addition, a further 
differentiation was made to show separate results 
for firms within typical annual sales-size ranges for 
each category. 


Average balance sheet results are presented 
for both ‘‘owned’’ and ‘‘rented’’ categories. There 
was a sufficient number of reporting firms in the 
‘‘owned’’ category to allow presentation of balance 
sheet data for businesses in operation ‘‘under 10 
years’’ and ‘‘10 years and over’’ within each sales- 
size range, 


Operating Results 


Although identical firm results are not used, a 
reasonable year-to-year comparison of operating 
results may be made. Because profits and expenses 
for each year are expressed as percentages of their 
respective sales, it is necessary to take into ac- 
count the change in sales to make a significant 
interpretation of changes in ratios. As an example, 
if average sales increased 10 per cent from $50,000 
in 1950 to $55,000 in 1952, and rent showed a 
proportionate increase from $600 to $660, the rent 
expense ratio would be identical for both years. 
However, if rent remained unchanged, or increased 
less than 10 per cent, the rent expense ratio would 
decline, 


The 1952 gross profit ratio of 14.57 per cent of 
net sales was only slightly greater than the 1950 
ratio of 14.54 per cent. Operating expenses, in total, 
showed a decline from 9.03 per cent in 1950 to 8.92 
per cent in 1952. This decrease was common to all 
itemized expenses with occupancy expense showing 


the greatest decline from 2.62 per cent in 1950 to 
2.43 per cent in 1952. The decline in total operating 
expenses entirely accounted for the increase in the 
1952 net operating profit ratio of 5.65 per cent 
compared to 5.51 per cent for 1950. In addition, the 
average net sales were greater in 1952. Therefore, 
general store proprietors realized a greater net 
operating profit than was indicated by direct ratio 
comparison. That is, in addition to the net operating 
profit forming a larger part of the average net sales’ 
dollar for 1952, the average net sales (or the number 
of sales’ dollars) were greater in 1952, 


Generally, inventories were slightly higher in 
value at the end of 1952 than at the beginning of the 
year, for businesses operated in both owned and 
rented premises, 


The annual rate of stock turnover ranged from 
2.97 in the smaller stores to 5.36 for firms in the 
larger sales-size category. 


Financial Ratios of Independent General Stores as at December 31, 1952 


1. Ratio definitions are shown on page 6. 
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Operating Results of Independent General Stores 1950 and 1952 Compared 
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FEABLE 1. Independent General Stores — Operating Results by Annual Sales Volume and 
Occupancy Basis, 1952 


Owned stores 
with annual net sales of 


Rented stores 
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Profit and Loss Data 
(Per cent of net sales) 
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TABLE 2. Independent General Stores — Owned — Financial Structure by Size and Age of Business 
as at December 31, 1952 


Stores with annual net sales of 


with annual net sales of 


100,000 
and 
over 


15 
182, 036 
151, 832 


27, 688 
29, 017 
5. 36 


16. 59 


6. 20 
0.17 
0, 34 
0. 70 
0. 40 
0. 68 
0.17 
0. 39 
0. 38 
0. 28 
0. 22 
0.01 
0.21 
0. 82 


10. 74 


Total 
all 
sizes 
Item $20,000 to $49,999 $50,000 to $99,999 $100,000 and over $20,000 
and 
Under |10 years : over 
10 years | and over 10 years | and over 10 years | and over 
Assets 
Current assets: 
Cashion Nandvand:- ani banks scccncccacscesessee sete 1, 678 1, 734 Hats) 1, 628 2,895 2,587 3, 484 5, 290 4, 700 2). Or 
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Current liabilities —accounts and notes payable .... 1,905 2 ekesll 2,189 6, 045 4 ; 12, 152 13, 221 12, 870 5, 572 
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Used inthe: DUSINCSSiyircecesscscavesracsecacces co¥eseie 545 30 202 1, 196 5, 139 1,469 2, 665 828 
Not used in the business... 138 184 169 - - 790 532 189 
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Total liabilities .. sess “ “= 4, 287 2, 908 3, 368 8, 183 5, 894 6,451 | 19,778] 18,494| 18,909 7, 860 
Net worth — proprietor’ s or partners eae 
in the business.. aussi Wpascctannene 15, 241 17,557 16,788 | 23,101] 27,312] 26,289] 34,582] 50,860] 45,542] 26,437 
Total liabilities aba a orth 19, 528 20, 156 54,360 | 69,354 | 64,451] 34,297 
Number of stores reporting .. ~ , 30 90 15 31 46 210 
Average net sales of stores reporting qeearceans 34,495 34, 228 34, 322 75,291 67, 435 69, 350 | 162,415 | 171, 829 | 168, 723 76,115 
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TABLE 3. Independent General Stores— Rented — Financial Structure by Size of Business 
as at December 31, 1952 


Stores with annual net sales of 


Total 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the Bureau 
of Statistics are divided into 3 volumes, as. follows: Volume I— The Primary Industries, 
including mining, forestry and fisheries; Volume I1— Manufacturing; Volume MI— Merchan- 
dising and Services. 


Volume ID consists of the following parts with individual trade reports listed under 
each: 


Part I— Wholesale Statistics 


A—Wholesale Trade, 25¢ 
*B—Operating Results of Food Wholesalers, 25¢ 
*C —Operating Results of Dry Goods, Piece Goods and Footwear 
Wholesalers, 25¢ 
*D—1 Operating Results of Automotive Parts and Accessories 
Wholesalers, 25¢ 
2 Operating Results of Drug Wholesalers, 25¢ 
3 Operating Results of Hardware Wholesalers, 25¢ 
4 Operating Results of Plumbing and Heating Supply 
Wholesalers, 25¢ 
5 Operating Results of Household Appliance & Electrical 
Supply Wholesalers, 25¢ 


Part Il— Retail Statistics 


E— General Review — (Discontinued) 
F — Retail Trade, 50¢ 
G— Retail Chain Stores, 50¢ 
*H — Operating Results of Food Store Chains, 25¢ 
* I—Operating Results of Clothing Store Chains, 25¢ 
* J—1 Operating Results of Variety Store Chains, 25¢ 
2 Operating Results of Drug Stores Chains, 25¢ 
3 Operating Results of Furniture Store Chains, 25¢ 
K — Operating Results of Independent Food Stores, 25¢ 
L—Operating Results of Independent Clothing Stores, 25¢ 
M— Operating Results of Independent Hardware, Furniture, Ap- 
pliance and Radio Stores, 25¢ 
N— Operating Results of Filling Stations & Garages, 25¢ 
O-1 Operating Results of Independent General Stores, 25¢ 
2 Operating Results of Independent Restaurants, 25¢ 
3 Operating Results of Independent Fuel Dealers, 25¢ 
4 Operating Results of Independent Drug Stores, 25¢ 
5 Operating Results of Independent Jewellery Stores, 25¢ 
6 Operating Results of Independent Tobacco Stores, 25¢ 
P — Retail Consumer Credit, 25¢ 


Part Iii— Services and Special Fields 


Q-— Laundries, Cleaners and Dyers, 25¢ 

R—Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S—Hotels, 25¢ 

T—Sales Financing, 25¢ 

U—Farm Implement and Equipment Sales, 25¢ 2 

V—New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W— Advertising Agencies (Memorandum), 10¢ 

X— Motion Picture Production (Memorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


*Biennial reports — not issued for 1954. 
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DEFINITIONS 


Profit and Loss 
Net sales — the dollar volume of business done. Allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals or 
lunches provided employees and any gocds withdrawn by the proprietor for personal use are 
included. 


Cost of goods sold — determined by adding the beginning inventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except delivery) — payments to employees before deduction of income tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net opera- 
ting profit’? in unincorporated store operations. 


Taxes — business, property and water taxes. Taxes collected for remittance to governmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums forinsurance policies carried to protect the business. 

Rent — Payments for use of business premises. 

Heat, light and power — cost applicable to year’s operations, 

Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licenses and insurance on delivery equipment and supplies used in connection with delivery 


(gas, oil, etc.). 


Repairs and maintenance — costs incurred to keep fixed store assets operating efficiently 
(excludes capital expenditure). 


Store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion, 


Net bad debt loss — estimated amount of uncollectable customers’ accounts receivable less 
the amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is the difference between ‘‘total operating expenses’’ and ‘‘gross profits” 
and includes proprietors’ salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


DEFINITIONS 


salance Sheet 
Assets 
Cash on hand or in bank — the amount of cash in the business at the end of the year, 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
tne year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other current assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the book value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 


Liabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future and represent accounts 
payable or any item that may be considered as a direct lien against current assets. 


Fixed liabilities — mortgages secured by fixed assets and separated, as are fixed assets, between 
those used and not used in business, 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income. 


Net worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is Shown in two parts: 
(1) Capital stock, which represents the shareholders’ investment of fully paid-up subscribed 
shares, and 
(2) Surplus, which represents distributable surplus, capital surplus and earned surplus. 
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those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not yet paid, 
and prepaid or deferred income. 


Net worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is Shown in two parts: 
(1) Capital stock, which represents the shareholders’ investment of fully paid-up subscribed 
shares, and 
(2) Surplus, which represents distributable surplus, capital surplus and earned surplus. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of times in a year that the average merchandise inventory is sold 
and replaced. The average of the beginning and ending inventories is divided into the cost of 
goods sold. 


Note: Each of the following ratios are expressed as a percentage of ‘‘net sales’’, Consequently, 
it is permissible to make direct comparisons between these ratios, Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gtoss margin ratio’’ or ‘‘mark-up’’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’., It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net operating 
profit, 


Operating Expense Ratios — Each item of expense, as well as ‘‘total operating expenses’’ when 
expressed as a percentage of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business, 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total operating expenses’’ have been deducted. From this amount, the per 
centage allowances for both proprietors’ salaries and income tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment, 


Balance Sheet Ratios 


Current Ratio — Current Assets + Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Current Assets Less Merchandise Inventory + Current Liabilities — sometimes 
referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio’? as a test of current credit 
strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘working capital’’ (current 
assets less current liabilities) and a proprietor’s equity in the business, That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary. 


Worth-Debt Ratio — Net Worth — Total Liabilities — if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales ~ Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
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INTRODUCTION 


This report on operating results and financial 
structure presents information in the form of aver- 
ages and ratios as a guide to retail store operators 
for the trades covered. These ratios are the 
“‘average’’ of a broad range of operational effi- 
ciency, and as such do not represent top perform- 
ance guides. However, used with this in mind, they 
show a standard by which business men can com- 
pare their own operating experiences. The pattern 
of expense and financial ratios, by size and kind 
of business, permit direct analysis of operating 
results for the year, 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating 
results bulletins issued by the Dominion Bureau of 
Statistics. Many accounting firms whose clientele 
includes retail merchants have shown much inter- 
est in these series. 


A number of trade papers and business periodi- 
cals have reproduced and interpreted the results 
of previous studies with the object of illustrating 
to retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to encour- 
age, since it meets with one of the most important 
objects in maintaining this series, namely the 
promotion of improved merchandising on the part 
of retailers. 


The new owner of a retail store or the prospec- 
tive operator might well study these averages. Not 


all failures in business, however, come from the 
‘new owner’’ group. It seems reasonable to sup- 
pose, however, that failure in many cases is the 
result of inadequate knowledge on the part of new 
proprietors of the true fiscal requirements involved 
in operating a business and the proper allocation 
of costs. Where capital is limited, as is often the 
case in a newly-established store, it would seem 
that most careful attention should be given to 
maintenance of proper records and that provision 
be made to check against some such standard per- 
formance as these publications provide. 


Analyses of both profit and loss and balance 
sheet statements are presented in this report. 


Profit and loss data are shown for owned and 
rented stores separately, and for various sale-size 
categories. 


Balance sheet data, which were introduced in 
1948, arecontinued in this 1954 study. This informa- 
tion is presented by sales-size and kind of occu- 
pancy groups for stores with $20,000 or more annual 
net sales. Where possible, a further differentiation 
has been made between businesses in operation 
less than 10 years and 10 years or more. An impor- 
tant change, introduced in 1950, is the segregation 
of fixed assets and fixed liabilities between those 
used in the business and those not used in the 
business. This makes possible a better relationship 
between assets used in the business and sales, 
than was possible when all fixed assets of the 
proprietor were reported as one item. 


INDEPENDENT GENERAL STORES 


Only establishments selling at least one of the 
following subsidiary lines: hard goods (hardware, 
farm implements, building materials, housewares, 
household appliances, furniture, etc.), feed, fertili- 
zer, gasoline and lubricants along with 33% to 67% 
of total trade of grocery items, are tabulated under 
this kind of business classification. 


Unincorporated “single establishment’’ or 
“*independent’’ firms only are covered. After careful 
editing, 377 questionnaires were used for the profit 
and loss tabulations (315 for owned stores and 62 


for rented stores). Retums from which balance sheet 
data were used numbered 284, 


Any change in the actual count from survey to 
survey may be attributed to changes in store classi- 
fication, stores going out of business, the necessity 
of augmenting the survey list or simply to different 
non-response in the survey years. 


Tabulation of balance sheet data was made on 
a sales-size range basis and, where possible, a 
further breakdown by number of years in business. 
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Compilation of profit and loss data was made 
for different sales-size categories. The response 
from large stores is generally better than that from 
smaller ones. To obtain proper ratios for total 
trade, weights of the 1951 census were used. For 
example, in response to this survey, independent 
stores between $10,000 and $19,999 may represent 
5% of the business done by all respondents. 
According to the 1951 census they might account 
for approximately 11% of total general store sales. 
To obtain ratios for total all sizes, the census 
weights were applied to the various expense and 
profit ratios of the different sales-size classes. 


The summary chart does not show weighted 
ratios; for sake of comparability with previous years 
for which weights are not available, aggregate or 
unweighted ratios were used. 


The average gross profit expressed as a per- 
centage of average net sales increased in 1954 to 
14.92 per cent from 14.34 per cent in 1952. Operat- 
ing expenses also increased but to a greater degree 


% OF 
NET SAEES 
ZA 


COMPOSITION OF AVERAGE GROSS PROFIT 


COUNTRY GENERAL STORES 
1945-46-48-50-52 AND 54 


and offset the gross profit increase. The result 
was a decrease in the net operating profit from 5.78 
per cent in 1952 to 5.68 per cent in 1954. 


Inventories for owned stores were generally 
higher at the end of the year than at the beginning, 
except for sales-size $20,000-$49,999 in which 
they were lower. Two size groups of rented stores 
had slight decreases at the end of the year com- 
pared to the beginning while sales-size $20,000- 
$49,999, and $100,000 and over, both showed an 
increase at the end of the year. 


Generally the rate of stock turnover increased 
with sales-sizes for owned and rented stores rang- 


‘ing from 1.84 to 4.79 times per year. 


Balance sheet ratios are shown historically, 
affording valuable comparison for further study. 


The following Summaries, chart and tables, 
will give more detail and information on operating 
results and financial position of independent 


general stores for 1954. 


TomOe 
NET SALES 
AS 


OTHER 


OCCUPANCY 


== S/N MES 


NET PROFIT 


INDEPENDENT GENERAL STCRES 01-9 


Operating Results of Independent General Stores 1952 and 1954 Compared 


Item 1952 


1954 
i (per cent of net sales) 

PNAS MINE ORT Ge cece se seos secs oe cee cieseccasssonsated econ ciara: faseen stated sGeescecusdSntetetecste cosaidceavsesotsete 14, 34 14, 92 
Operating expenses: 

PLO VEC Sar SALATICS 5.8 tence cots eeesa Se see’ och chee «cetcoie Meabet cee ate sade tacemncc oa cstoageneeteet 3.47 3.74 

OcGcupancy.....:.:.... ssssseeesseneneseseeecescencasacecasanenenanenenssnessasastaescuenececseasscesneesasanenee teas 2.61 2096 

PMONCMSULD) DILESroeseecsrseacecccer seeaeweetak sees cacat cose ss ccnvstee cbsesvucousucesdecdudeseveevesssertsacicesevisvee Ong 0. 39 

PUOLWETUNS BID: o.cectes Mick. ose sect octets secctestoeitcs SORE A et te BeOS Os AN 0. 20 0.26 

MIECUU OTRO XD CNS CS reseces ci avac. 2oe5sssncassores<voracsoauaknacssc>sessonpntavienesssvensss senses seteascesusser 1.91 1.89 

SROCAIROPELAL Ne CXD CNSES cee tons ce sac ches tees eccuseones couse asec there ct canecssneesiaesessmeaigret 8.56 9, 24 

Net operating profit before deduction of proprietors’ salaries and income tax By, ffs! 5. 68 


Note: These ratios are “‘weighted’’ according to the 1951 Census weights of the different sales sizes for independ- 
ent stores and are shown here for the first time. They do not agree with ratios shown formerly for 1952 nor with those 
shown in historical tables. 


Financial Ratios of Independent General Stores as at December 31, 1952 


Item! Owned Rented 

BTEC INU AUIO Rertcren ert porter eteceonnc se cc cc occes sosessccxcescenstessesecsesccensrcnsccucerveccerasesasc 1948 4.11 4.14 
1950 4.56 3702 

1952 4.45 4.04 

1954 4.57 5. 69 

BMICUUCTUYaMAl 1 Olessictererecter ters oetcaves exces saeceve-cs>.sactonsceuessssosceesrecerdeeceastors cer onossess 1952 1.65 1. 66 
1954 iis) 2.06 

Working capital to net Worth ratiO...........cc eeeeseeeeeeeeeeeetseeeeees cnteeeeeeeereeeeseeees 1948 0.70 0291 
1950 0.73 0.94 

1952 0.73 0. 89 

1954 0.72 0. 84 

RES DEMCLE UTE AU Orta ara attte sacar an < sens snuvseoe case ceevases sossscacssecqsecesesroczersoccnspaenseaseses 1948 Sho iil Bi ae? 
1950 Bio Bill 2.08 

1952 Soaks Ps 1 

1954 355 VAD 4. 20 

MenrMOVerOf total Capital EMPlOYE ..ccececce-c-an-<-2zcesvseoeonoccosnven-ceenenonnsnrsracis 1952 Dey 3X31 2.70 
1954 2.06 lg Zeal 


1. Ratio definitions are shown on page 6. 
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TABLE 1. Independent General Stores— Operating Results by Annual Sales Volume and 
Occupancy, 1954 


Owned stores Rented stores 
with annual net sales of with annual net sales of 
Item Under | $10,000 | $20,000 | $50,000 | $100,000 | $10,000 | $20,000 /$50,000 | $100,000 
$10 ,000 to to to and to to to and 
k $19,999 | $49,999 | $99,999 over $19,999 | $49,999 |$99,999 over 
Number Of stores: reporting) sic5-c.icc seit settsee.nccedeacastieseeaes 10 60 111 86 48 ih Pa}. 19 LS 
Average net sales per store . .$ 8,228 15,423 33):153)| 705.815 154, 367 13,319 | 34,638] 75,571 182,811 
Average beginning inventory .. a) 2,889 4, 887 Uaeesen 15, 237 30, 423 5,897 7,077| 16,439 31, 767 
Average inventory, end of year .. ae) 2,904 5,067 7,692} 15,450 31, 297 5, 249 LP ny 16, 289 32,050 
Average cost of goods sold... oe} 6,688 | 12,838 | 28,495] 60,627] 130,967 10,241} 29,533] 63,295] 152,828 
Stock turnover (times per Year) 0... ..eseceeseseceseeceeseenee 2.31 2.58 3.62 4.19 3.87 4.79 
Profit and Loss Data 
(Per cent of net sales) 
GEOGS POLE !iose.0.05.cecdsctesestede fesanhsdasacsveacseatieaneeaace 18, 71 16, 76 14, 05 14, 74 16, 24 16.40 
Operating expenses: 
Employees’ salaries and wages (except delivery).. 2. 26 1. 74 2. 24 1.60 4.81 6.53 
DeT Very Sx pe NSOx. is cscssrscasycssscse-sscesshsssuactevwaccrscerensceree 0.83 0.85 0.68 0.59 0.61 0. 34 
Occupancy expenses: 
TEA KGS) sctetbccsdectestacstcucvesssnetessiveesdcbasbasavaccenastrattccuttpedaseanaa 123 0.91 0.52 0.44 0.35 0. 28 0. 27 0.18 
Insurance . 0.59 0. 56 0.51 0.42 0.40 0. 43 0.32 0. 34 
Re nti.ti.n..sccezecezeseteteesse - = - - - 1,86 1. 26 0. 61 
Heat, light and power ....... 2.02 1.42 0.95 0.64 0.50 0.78 0.69 0. 40 
Repairs and maintenance . 0. 86 0.65 0.48 0. 43 0.32 0.03 0. 24 0.31 
Depreciation allowances 0.90 1.18 0.85 0.84 0.67 0.39 0.52 0.55 
Total occupancy expenses 5.60 4.72 ere Hh | 2.17 2.24 Fe iy | 3.36 2.39 
Office or store supplies ...... 0. 73 0.32 0.37 0.34 0.47 0.36 0. 46 0. 28 
Advertising ...........c..s:000 OS 0.16 0.19 0.27 0.34 0.04 0.31 0.32 
Net loss on bad debts ae 0. 28 0. 20 0.38 0. 24 0. 41 0.63 0.52 0. 20 
All Other SxpenSesia ce vieisetrccssccerecsesissevawectovvotcacscsacreess 1.06 0.93 0.94 0.98 0.87 1.89 1.13 0.90 
Total operating ExPeENSeS ..............ccseceeeeeeeeeeeeeeees 10, 91 8, 92 8 11 8 98 10, 96 
Net operating profit before deduction of proprietors’ 
Salaries and INCOME: tAK ac ccssscacsscccrnccsececeasteseovcaceosesse 7.80 7.84 5. 41 


TABLE 2. Independent General Stores— Owned — Financial Structure by Size and Age of Business 
as at December 31, 1954 s 


Stores with annual net sales of 
Total 
all 


Item $20,000 to $49,999 $50,000 to $99,999 $100,000 and over 
Under years Under 10 years Under |10 years 
i years og over Total 10 years | and ee | Total 10 years | and over 
; (average per store) 
Assets 


Current assets: 


Cash on hand and In Dank... csacs-ccascec-vosweese 1,548 2,207 2,012 4,434 3, 763 3,925 4,570 7,037 6,112 3,544 
Accounts and notes receivable (net) a 1, 844 2,160 2,066 4,999 4,975 4,981 9, 226 12, 816 11,470 5,055 
Merchandise inventory... Ae 1, A107 8, 261 7,918 12,042 16, 482 15,411 25, 402 34, 834 31, 297 15, 436 
Other current @SSCCS <21-.c-.stcarencrscetowtteresncenes 976 3,030 2,420 904 1,657 1,476 1, 218 1, 750 1,550 1,902 


Total current assets osc. 11,475 | 15,638 | 14,416 | 22,379 | 26,877 | 25,793 | 40,416 | 56,437] 30,429| 25,937 


Fixed assets (net): 


Used in the DUSINGSS «...<.5.....s0ecosseumwayeiekonevees 5, 982 4,459 4,912 8, 587 7, 747 7,950 10,581 10, 765 10, 696 7,195 
Not. used in the DuSiINESS -n..iccissececereces 2,093 1, 806 1,891 1,075 1,414 1,382 1,342 3,460 2,666 1,852 
Total fixed assets (Net) ...........:::cceceee 8,075 6, 265 6, 803 9, 662 9,161 9,282 | 11,923 | 14,225] 13,362 9, 047 


Other assets: 


Long term investMeNts .....eeeeesseeceeceeeeeree 186 i, 222 914 1, 186 1,342 1,304 83 725 484 965 

‘Other ASSEES: aviicssccnhectucseeecserseewncmseaeacecutes 709 7124 719 1,326 468 675 1,430 1, 296 1,346 833 

Total other assets ........:..c:::ccsceeeeeeceeeneeeeeee 895 1, 946 1, 633 2,512 1, 810 1,979 1,513 2,021 1, 830 1,798 

Total ‘AsSS@ts sisecccnddevcinacccavievedsusecees 20,445 | 23,869 | 22,852 | 34,553 | 37,848] 37,054 | 533,852 | 72,683 | 65,621] 36,782 
Liabilities 


Current liabilities: 
Accounts and notes payable..........ccccscecesee eee 2, 404 3,270 3,012 4,847 5,432 5,291 11,875 12,022 11, 967 5, 680 
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TABLE 2. Independent General Stores— Owned — Financial Structure by Size and Age of Business 
as at December 31, 1954 — Concluded 


Stores with annual net sales of : 
7 Total 


01-11 


all 
Teota $20,000 to $49,999 $50,000 to $99,999 $100,000 and over sizes 
$20,000 
Under 10 years Under 10 years Und 10 ae 
: nder years 
10 years | and over | T°t@! | 40 years| and over| Tt@ | 40 years| and over| 1°tal Over 
| feos ie ae SS 
(average per store) 
Liabilities — Concluded 
Fixed liabilities: 
Mortgages onfixed assets used in business 7137 119 303 2,552 1,521 1,770 3, 433 1,624 2,302 1,242 
Mortgages on fixed assets not used in busi- 
ER Stace yseee each nesses ev voc Souda seni sock cvassestencestedsdeaxe 200 96 SWAY - 614 466 15 742 469 319 
Rota 1x0 WADLLItles) c.-.ccsveceusicsevevesensssves 937 215 430 2,902 2,135 2,236 3, 448 2, 366 2,771 1,564 
CMM UL AE TOS) acess acicesunascresssuateccsqacecessecusvassctses 1, 416 925 1,071 2, 208 1,024 1,309 2,407 2.250 2,313 1,413 
Total liabilities ...............cccccceeeeeeneeeees 4, 157 4,410 4,513 9, 607 8,591 8,836 | 17,730) 16, 645 17, 051 8, 654 
Net worth: 
Proprietor’s or partners’ equity 0.0.0... 15, 688 19,459 18, 339 24,946 29,257 28,218 36,122 56, 038 48,570 28,128 
Total liabilities and net worth.................. 20,445 | 23,869 | 22,852 | 34,553 | 37,848 | 37,054 | 53,852 | 72,683 | 65,621 | 36,782 
Average net sales of stores reporting.............. 32,685 Seycee 70,777 Tiyo2ze 71,343 | 143,991 | 160,592 | 154, 367 71,925 
Number of stores reporting ............ssesecceceeeeneeees 71 101 “a 63 83 18 30 48 232 


TABLE 3. Independent General Stores — Rented— Financial Structure by Size and Age of Business 
as at December 31, 1954 


Stores with annual net sales of 
Total 
all 
$20,000 to $49,999 $50,000 to $99,999 $100,000 and over sizes 
Item 
eI: $20,000 
Und 10 Und 10 Und 0 a 
nder years nder years nder | 10 years over 
10 years | and over Total 10 years | and over Total 10 years | and over Total 
: = (average per store) : 
Assets 
Current assets: 
Cash on hand andiin Dank:.:.0.cc.c0csc.sceevencsenses 1,395 1,811 Lon 5,958 2,639 4,036 5,000 7,072 6,362 3,849 
Accounts and notes receivable (net).. 1, 465 1, 660 1,541 4,626 5, 734 5, 267 11,739 6, 861 9,138 5,094 
Merchandise inventory...........cscccecee sees T,440 8,733 7,744 13, 138 18,581 16, 290 32,165 31,948 32,049 17, 877 
UB ETICUNTEDE ASSELS! necceciecreseassersnsecaastostesesses ty) Tole 522 401 418 411 249 Fier p fal 3, 162 1, 243 
Total current assets .........::ccceescceserereseeees 9,994 | 13,519 | 11,364 | 24,123 | 27,372 | 26,004 | 49,703 | 51,592 | 50,711 | 28,063 
Fixed assets (net): 
Ws edsin the’ DUSINCSS ov.-ssennce<sstcrsencncovucss-os-e 1,792 2,246 | 1,969 2,080 2, 230 2,168 1,337 8, 796 8,116 3,815 
Not used in the business ................sce08e 909 1,071 972 300 1,091 7158 - 1875 1,000 902 
Total fixed assets (net) -.........:c:-sseceeeeeees 2, 701 3,317 2, 941 2,383 3,321 2, 926 7,337 | 10,671 9,116 4,717 
Other assets: 
THONG CLM INVESEMENES. cicdacevsscovescecavscvsversoveres 5 — 3 328 1, 248 860 - — - 316 
OLN ENTAS SOUS sn scsoscstsses savscasseascsveveiccstsuvecesereeee 193 643 368 12 160 98 604 3,599 2,201 798 
Total other assets ..........:::::ccceescceseeeeteeseers 198 643 371 340 1,408 958 604 3,599 2,201 1,114 
T Ob A ASSCUS sas cnsscosvacesacesesscecstsvevanerascacves 12,893 | 17,479 | 14,676 | 26,846 | 32,101 | 29,888 | 57,646 | 63,862 | 62,028| 33,894 
Liabilities 
Current liabilities: 
Accounts and notes payable..........ceesseseeeeees 2,056 1,801 1,957 5, 387 5, 706 a) aN Pyke 7,676 71,697 4,934 
Fixed liabilities: 
Mortgages onfixed assets used in business 822 486 691 - 854 495 - - - 420 
Mortgages onfixed assets not usedin busi- 
Mee i eee eee nates ce pael anon sh eee Ri exakursnavaneesvuneuss see - - _ 125 =_ 52 - - - 19 
Total fixed liabilities ..............00 cece 822 486 691 125 854 547 - - _ 439 
AMET, HARRIET SUNOS 8035 0ck oneivs ove v ch anieaduankenacontnce suv Vonrnv9 875 618 7175 625 2,141 1,502 2,211 188 1,132 1,144 
Total Pali latles evesessuccssres socssccaterataeaveaave 3, 753 2, 905 3,423 6,137 8, 701 7,621 9, 933 7, 864 8, 829 6,517 
Net worth: 
Proprietor’s or partners’ equity .........cesceee 9,140 14,574 11,253 20, 709 23, 400 22, o08 47,713 57,998 53,199 PAE aT fT | 
Total liabilities and net worth.................. 12,893 | 17,479 | 14,676 | 26,846 | 32,101 | 29,888 | 57,646 | 65,862 | 62,028| 33,894 
Average net sales of stores reporting. 34, 180 37, 381 35,425 82,585 70,469 | 75,571 | 187,103 | 179,055 | 182,811 92,609 
Number of stores reporting .............ceceeeceeeeeeeeeee 11 ff 18 11 19 7 8 1 52 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the Bureau 
of Statistics are divided into 3 volumes, as follows: Volume I — The Primary Industries, 
including mining, forestry and fisheries; Volume II — Manufacturing; Volume III — Merchan- 
dising and Services. 


Volume III consists of the following parts with individual trade reports listed under 
each: 


Part 1 — Wholesale Statistics 


A — Wholesale Trade, 25¢ 
*B — Operating Results of Food Wholesalers, 25¢ 
*C — Operating Results of Dry Goods, Piece Goods and Footwear 
Wholesalers, 25¢ 
*D — 1 Operating Results of Automotive Parts and Accessories 
Wholesalers, 25¢ 
2 Operating Results of Drug Wholesalers, 25¢ 
3 Operating Results of Hardware Wholesalers, 25¢ 
4 Operating Results of Plumbing and Heating Supply 
Wholesalers, 25¢ 
5 Operating Results of Household Appliance & Electrical 
Supply Wholesalers, 25¢ 


Part If — Retail Statistics 


F' — Retail Trade, 50¢ 
G — Retail Chain Stores, 50¢ 
*H — Operating Results of Food Store Chains, 25¢ 
* T — Operating Results of Clothing Store Chains, 25¢ 
*J — 1 Operating Results of Variety Store Chains, 25¢ 
2 Operating Results of Drug Store Chains, 25¢ 
3 Operating Results of Furniture Store Chains, 25¢ 
K — Operating Results of Independent Food Stores, 25¢ 
L — Operating Results of Independent Clothing Stores, 25¢ 
M — Operating Results of Independent Hardware, Furniture, 
Appliance, Radio and Television Stores, 25¢ 
N — Operating Results of Filling Stations and Garages, 25¢ 
O — 1 Operating Results of Independent General Stores, 25¢ 
2 Operating Results of Independent Restaurants, 25¢ 
3 Operating Results of Independent Fuel Dealers, 25¢ 
4 Operating ReSults of Independent Drug Stores, 25¢ 
5 Operating Results of Independent Jewellery Stores, 25¢ 
6 Operating Results of Independent Tobacco Stores, 25¢ 
P — Retail Credit, 25¢ 


Part Iff — Services and Special Fields 


Q — Laundries, Cleaners and Dyers, 25¢ 

R — Motion Picture Theatres, Exhibitors and Distributors, 25¢ 
S — Hotels, 25¢ 

T — Sales Financing, 25¢ 

U — Farm Implement and Equipment Sales, 25¢ 

V — New Motor Vehicle Sales and Motor Vehicle Financing, 25¢ 
W — Advertising Agencies (Memorandum), 10¢ 

X — Motion Picture Production (Mémorandum), 10¢ 


The reports are punched to permit of filing in a ring binder. 


* Biennial reports — not issued for 1956. 
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DEFINITIONS 


Profit and Loss 

Net Sales — the dollar volume of business done. Allowances and discounts granted to customers 
and value of goods returned by customers are deducted from gross sales, but sales of meals or 
lunches provided employees and any goods withdrawn by the proprietor for personal use are 
included. 

Purchases — are taken at invoice value less returns and allowances, cash and trade discounts. 
Added to the cost of merchandise are the following expenses; duty, inward freight, express 
and trucking, alterations, etc. 


Cost of goods sold — determined by adding the beginning inventory to net purchases and deducting 
the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. 


Operating expenses — all costs incurred in the year’s operation of a business, except the cost of 
merchandise. These include: 


Salaries and wages (except delivery) — payments to employees before deduction of income tax 
or unemployment insurance. Proprietors’ salaries or withdrawals are included in ‘‘net opera- 
ting profit’’ in unincorporated store operations. 

Delivery — includes salaries paid to delivery men, truck repairs and maintenance, depreciation, 
licences and insurance on delivery equipment and supplies used in connection with delivery 
(gas, oil, etc.) 


Taxes — business, property and water taxes. Taxes collected for remittance to governmental 
bodies and income tax are not included. 


Insurance — annual proportion of premiums for insurance policies carried to protect the business. 
Rent — Payments for use of business premises. 
Weat, light and power — cost applicable to year’s operations. 


Repairs and maintenance — costs incurred to keep fixed store assets Operating efficiently 
(excludes capital expenditure). 


Store supplies — wrapping paper, office supplies, etc. 
Advertising — displays, window dressing and sales promotion. 


Net bad deht loss — estimated amount of uncollectable customers’ accounts receivable less 
the amount recovered from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, legal, auditing and collection 
fees, etc. 


Net operating profit — is tne difference between ‘‘total operating expenses’’ and ‘gross profit’’ 
and includes proprietors’ salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of business and includes: rent, 
business and property taxes, insurance, heat, light and power, repairs and maintenance and 
depreciation. 


Non-trading Income — interest earned, revenues from rentals, other activities, carrying charges 
and investments. 


Non-trading expense — interest expense, rental expense, any other expenses not pertaining to the 
business. 


DEFINITIONS 


Ralance Sheet 
Assets 
Cash on hand or ir bank — the amount of cash in the business at the end of the year. 


Net accounts receivable — all customers’ notes and accounts owing to the business at the end of 
the year less any reserve for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand for resale but does not include 
store supplies on hand. 


Other currert assets — includes assets which may be converted into cash, if necessary within a 
reasonably short time, such as Dominion of Canada Ronds and prepaid insurance. 


Fixed assets (net) — the cost value of land, buildings, furniture, fixtures and equipment less any 
reserves for depreciation. Separate figures are shown for assets used in the business and those 
not used in the business. 


Other assets — investments of a permanent nature not readily converted into cash and intangibles 
such as goodwill and organization costs. 


Viabilities and Net Worth 


Current liabilities — obligations which must be paid in the near future (usually one year) and rep- 
resent accounts payable or any item that may beconsideredas a direct lien against current assets. 


Fixed liabilities — mortgages secured by fixed assets and Separated, as are fixed assets, between 
those used and not used in business. 


Other liabilities — long term notes payable, accrued expenses such as taxes due but not vet paid, 
and prepaid or deferred income. 


Net worth — Unincorporated business — the amount invested in the business together with any 
accumulated profits after proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is shown in two parts: 
(1) Capital stock, which represents the shareholders’ investment of fully paid-up subscribed 
shares, and 
(2) Surplus, which represents distributable surplus, capital surplus and earned surplus. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Turnover — the number of times in a year that the average merchandise inventory is sold 
and replaced. The average of the beginning and ending inventories is divided into the cost of 
goods sold. 


Note: Each of the following ratios are expressed as a percentage of ‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up’’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net operating 
profit. 


Operating Fxpense Ratios — Each item of expense, as wellas ‘‘total operating expenses’’ when 
expressed as a percentage of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business. ; 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total onerating expenses’’ have been deducted. From this amount, the per- 
centage allowances for both proprietors’ salaries andincome tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment. 


Balance Sheet Ratios 


Cwrent Ratio — Current Assets ~Current Liabilities — indicates to what extent the business is 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Current Assets Less Merchandise Inventory + Current Liabilities — sometimes 
referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio’’ as a test of current credit 
strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘working capital’’(current 
assets less current liabilities) and a proprietor’s equity in the business. That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary. 


Worth-Debt Ratio — Net Worth + Total Liabilities — if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales—~ Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT GENERAL STORES 


1956 


INTRODUCTION 


This report on operating results and financial 
structure presents information in the form of aver- 
ages and ratios as a guideto retail store operators 
for the trades covered. These ratios are the ‘‘aver- 
age’’ of a broad range of operational efficiency, 
and as such do not represent top performance 
guides. However, used with this in mind, they show 
a standard by which business men can compare 
their own operating experiences. The pattern of 
expense and financial ratios, by size and kind of 
business, permit direct analysis of operating re- 
sults for the year. 


There is growing evidence that independent 
tetail merchants are making more advantageous use 
of the results shown in the biennial operating re- 
sults bulletins issued by the Dominion Pureau of 
Statistics. Many accounting firms whose clientele 
includes retail merchants have shown much inter- 
est in these series. 


A number of trade papers and business periodi- 
cals have reproduced and interpreted the results 
of previous studies with the object of illustrating 
to retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to encour- 
age, since it meets with one of the most important 
objects in maintaining this series, namely the 
promotion of improved merchandising on the part 
of retailers. 


The new owner of a retail store or the prospec- 
tive operator might well study these averages. Not 
all failures in business, however, come from the 
“new owner’’ group. It seems reasonable to sup- 
pose, however, that failure in many cases is the 


result of inadequate knowledge on the part of new 
proprietors of the true fiscal requirements involved 
in operating a business and the proper allocation 
of costs. Where capital is limited, as is often the 
case in a newly-established store, it would seem 
that most careful attention should be given to 
maintenance of proper records and that provision 
be made to check against some such standard per- 
formance as these publications provide. 


Analyses of both profit and loss and balance 
sheet statements are presented in this report. 


Profit and loss data are shown for owned and 
rented stores separately, and for various sale-size 
categories. This 195€ report, for the first time, 
shows information on ‘‘other income’’ and ‘‘other 
expense’’. The segregation of these improves the 
quality of the ratios for net operating profit in that 
there is little chance of a net of these two items 
being included in operating profit. 


Ralance sheet data, which were introduced in 
1948, are continued in this 1956 study. This infor- 
mation is presented by sales-size and kind of occu- 
pancy groups for stores with $20,000 or more annual 
net sales. Where possible, a further differentiation 
has been made between businesses in operation 
less than 10 years and 10 years or more. An impor- 
tant change, introduced in 1950, is the segregation 
of fixed assets and fixed liabilities between those 
used in the business and those not used in the 
business. This makes possible a better relationship 
between assets used in the business and sales, 
than was possible when all fixed assets of the 
proprietor were reported as one item. 


INDEPENDENT GENERAL STORES 


This survey on independent general stores 
covers only retail establishments usually located 
in rural communities and engaged in selling dry 
goods or apparel and food, with sales of 33% to 67% 


of total trade being groceries. In addition such esta- 
blishments must show sales for at least one of the 
following subsidiary lines: hard goods, feed, ferti- 
lizer, gasoline and lubricants. 


DEFINITIONS 


Profit and Loss Statement Ratios 


Stock Tumover — the number of times in a year that the average merchandise inventory is sold 
and replaced. The average of the beginning and ending inventories is divided into the cost of 
goods sold. 


Note: Each of the following ratios are expressed as a percentage of ‘‘net sales’’. Consequently, 
it is permissible to make direct comparisons between these ratios. Each ratio represents 
a portion of the average net sales’ dollar. 


Gross Profit Ratio — sometimes referred to as the ‘‘gross margin ratio’’ or ‘‘mark-up’’ represents 
the difference between ‘‘cost of goods sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from which the merchant meets his operating expenses and obtains his net operating 
profit. 


Operating Fxpense Ratios — Each item of expense, as wellas ‘‘total operating expenses’’ when 
expressed aS a percentage of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business. : 


Net Operating Profit Ratio — the remaining proportion of the average sales’ dollar after ‘‘cost of 
goods sold’’ and ‘‘total onerating expenses’’ have been deducted. From this amount, the per- 
centage allowances for both proprietors’ salaries andincome tax should be deducted, in order 
to determine the percentage to sales of net returns on capital investment. 


Balance Sheet Ratios 


Curent Ratio — Current Assets +Current Liabilities — indicates to what extent the businessis 
able to meet its current obligations out of ‘‘current assets’’. Care should be taken to examine 
the components of current assets because overstocking of inventories and overinvestment in 
credit sales (accounts receivable) can result in a stronger or more favourable ratio. 


Liquidity Ratio — Current Assets Less Merchandise Inventory + Current Liabilities — sometimes 
referred to as the ‘‘acid test’’, is similar to the ‘‘current ratio’’ as a test of current credit 
strength. A ratio of 100% (or 1) is usually considered favourable. 


Working Capital to Net Worth Ratio — denotes the relationship between ‘‘working Capital’’(current 
assets less current liabilities) and a proprietor’s equity in the business. That is, the proportion 
of ‘‘net worth’’ that could be realized readily if liquidation were necessary. 


Worth-Debt Ratio — Net Worth + Total Liabilities — if used in conjunction with the ‘‘current 
ratio’’, would reflect any weakening of the capital structure of a business through large loans 
which give a high ‘‘current ratio’’. 


Interstatement Ratio 
Turnover of Total Capital Employed — Net Sales—~ Total Assets used in the business — provides 


an indication of the degree of management efficiency. However, this ratio should not be used 
alone because ‘‘profits’’ and not ‘‘sales’’ are the major criterion of efficiency. 


OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT GENERAL STORES 


1956 


INTRODUCTION 


This report on operating results and financial 
structure presents information in the form of aver- 
ages and ratios as a guide to retail store operators 
for the trades covered. These ratios are the ‘‘aver- 
age’’ of a broad range of operational efficiency, 
and as such do not represent top performance 
guides. However, used with this in mind, they show 
a standard by which business men can compare 
their own operating experiences. The pattern of 
expense and financial ratios, by size and kind of 
business, permit direct analysis of operating re- 
sults for the year. 


There is growing evidence that independent 
retail merchants are making more advantageous use 
of the results shown in the biennial operating re- 
sults bulletins issued by the Dominion Bureau of 
Statistics. Many accounting firms whose clientele 
includes retail merchants have shown much inter- 
est in these series. 


A number of trade papers and business periodi- 
cals have reproduced and interpreted the results 
of previous studies with the object of illustrating 
to retail merchants the manner in which operating 
results can be used as a tool in store management. 
This is a practice the Bureau is pleased to encour- 
age, since it meets with one of the most important 
objects in maintaining this series, namely the 
promotion of improved merchandising on the part 
of retailers. 


The new owner of a retail store or the prospec- 
tive operator might well study these averages. Not 
all failures in business, however, come from the 
' ‘new owner’’ group. It seems reasonable to sup- 
pose, however, that failure in many cases is the 


result of inadequate knowledge on the part of new 
proprietors of the true fiscal requirements involved 
in operating a business and the proper allocation 
of costs. Where capital is limited, as is often the 
case in a newly-established store, it would seem 
that most careful attention should be given to 
maintenance of proper records and that provision 
be made to check against some such standard per- 
formance as these publications provide. 


Analyses of both profit and loss and balance 
sheet statements are presented in this report. 


Profit and loss data are shown for owned and 
rented stores separately, and for various sale-size 
categories. This 195€ report, for the first time, 
shows information on ‘‘other income’’ and ‘‘other 
expense’’. The segregation of these improves the 
quality of the ratios for net operating profit in that 
there is little chance of a net of these two items 
being included in operating profit. 


RBalance sheet data, which were introduced in 
1948, are continued in this 1956 study. This infor- 
mation is presented by sales-size and kind of occu- 
pancy groups for stores with $20,000 or more annual 
net sales. Where possible, a further differentiation 
has been made between businesses in operation 
less than 10 years and 10 years or more. An impor- 
tant change, introduced in 1950, is the segregation 
of fixed assets and fixed liabilities between those 
used in the business and those not used in the 
business. This makes possible a better relationship 
between assets used in the business and sales, 
than was possible when all fixed assets of the 
proprietor were reported as one item. 


INDEPENDENT GENERAL STORES 


This survey on independent general stores 
covers only retail establishments usually located 
in rural communities and engaged in selling dry 
goods or apparel and food, with sales of 33% to 67% 


: 


of total trade being groceries. In addition such esta- 
blishments must show sales for at least one of the 
following subsidiary lines: hard goods, feed, ferti- 
lizer, gasoline and lubricants. 


01-8 MERCHANDISING AND SERVICES 


Only unincorporated stores were tabulated and 
the presentation of ratios and data was made for 
profit and loss and balance sheet items. A slightly 
smaller number of reports was used in each for the 
balance sheet tabulations, due to the fact that 
stores in the lowest sales-sizes were not required 
to furnish the balance sheet information. Results 
are shown by sales-size categories and, where pos- 
sible, a further breakdown was made in the balance 
sheet averages by number of years in business. 


In compiling’ trade ratios for the ‘‘total, all 
sizes’’, the different sales-size ratios were com- 
bined by giving each size category its proper 
“‘weight’’ as obtained from the 1951 census. In 


this survey the reporting firms would show a ratio 
biased toward the characteristics of large store 
operation. The use of weighting gives proper im- 
portance to small store operations so that the ra- 
tios shown in the summary table below more truly 
represent the trade total. 


General stores in 1956 had a higher ratio of 
gross profit than in 1954. This marginal increase 
coupled with a decrease in the ratio of total oper- 
ating expense had a very favourable influence on 
the net operating profit, resulting in almost half of 
one per cent increase over 1954. The actual ratios 
were 5.68 per cent for 1954 and 6.16 per cent for 
1956. 


COMPOSITION OF AVERAGE GROSS PROFIT 
COUNTRY GENERAL STORES 
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TABLE 1. Operating Results of Independent General Stores 1954 and: 1956 Compared 


Itera 


(per cent of net sales) 


AERO SEED OLL Gir eon oases eee es = Sues hore sas saens Seen tees cuceaate desc ace eee tev as co awe ode ece enc notte thane 14, 92 15.16 
Operating expenses: 
MOO MCS MSE LAT CG eds eecea case asta Resses ss aeesi ut aeacen seassco state send tuvee eae ve cov eeesiue eh suaveieas 3.94 3. 28 
CHOU SD EE) CN meee re ete oe seca ete eats onic as Cae shan cle Mateus bee auc Nes tse Uae vale ade ads wd cdealeuas See ovaeeoeocatpaune 2.96 SHO 
Olt COMANGES LORCUSUP PILES! csc.01csssveccsuvevsts oneapecesssavcessut tecueds ccnsscessedede sess ctedasuteaze 0.39 0. 41 
PNCUVIC HUTS III Oeaeeee tes cc aniescsinsedeucdsuss vaswechesgecsanseaesescessausonccdsdsraceettecasessasuadeee tiassoscsenesteess 0. 26 0. 30 
PAMEOL NCTC CN SOSA a. casacecersteransasstcccececanvecssncecesecesnsscetnatttce oneesccatoce Mae sevscsastcsesens 1. 89 1.94 
POLAIONETALIN SYEXPCNSES. ic.c..sscde.ctass cvesee sbgeoseO sncspaeteessaness cvesdedesSenes opsdettes ese 9, 24 9, 00 
Net operating profit before deduction of proprietors’ salariesand income tax 5. 68 6.16 


Note: These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independ- 
ent stores. They do not agree with ratios shown in historical tables. 


TABLE 2. Independent General Stores — Balance Sheet Ratios as at December 31 


Item! Rented 


ces 
. 62 
04 
~ 69 
. 07 
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2. 06 
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saslil 
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89 
84 
93 


Monin eRe Aiba COMIC URWOLUMEN AGO! Gera: saecescseeenncccek<escsseencadens>sesseatheasareneesots 


SSS SS 


My oBUIIRC ECR ALL Op merece seceons wier teak cys acesvctctsscs csdsces caus sesssusetetneessenesteemwnnssanysrsaesacons Sa22 
2,08 
Deeley 
4, 20 
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. 80 


MULHOVELEOL LOLAL CADILAL CIMPLOVECU recececcvesectereoss<cvssonevaccos-osesesertacrascerseseascs Ds Dea 
Pee ti 
2. 74 


1. Ratio definitions are shown on page 6. 
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TABLE 3. Independent Country General Stores — Operating Results by Annual Sales Volume and Occupancy Basis 1954 


Owned stores with annual net sales of Rented stores with annual net sales of 
Item Under | $19,000-| $20,000- | $50,000-| $100,000 | $10,000- | $20,000-| $50,000- | $100,000 
$10,090 | $19,999 | $49,999 | $99,999 | and over | $19,999 | $49,999 | $99,999 | and over 
Number of stores. Feportamg: o.cc...ccecsccsaciens assets eudseeaneae 12 67 128 89 55 i) 21 13 1€ 
Average net sales per store ... a 7,214 15, 153 33, 399 69, 791 174,934 14, 986 BO bane 69, 494 181, 073 
Average beginning inventory... nD 2,086 4,774 7, 868 14, 738 32, 693 5, 207 8,826 14,626 26, 359 
Average inventory, end of year ... a) 2,168 4,598 8,058 15, 330 35, 448 5, 063 8, 428 14,970 29, 28 
Average cost of goods sold ......... Eo 5,999 LOTTA 28, 550 59, 560 147, 426 11,784] 30,875) 58,512 tsi; as 
Stock turnover (timeS per Year) ........:ccccccaccececerecereeeee 2.82 aah 3. 09 3.96 4.33 2. 29 3.58 3,94 5, 43 
Profit and Loss data 
(Per cent of net sales) 
GEOSS TOLLE. <osccsceececncaten acct cas ian eaatdeasaunenctesanesdauveruveacene 16, 84 15. 72 14, 52 14, 56 15. 72 16, 35 i Wave 7 15. 59 16, 55 
Operating expenses: 
Executives’ and employees’ salaries and wages etc. 
MOXCE DUNG CLAVEN I) estaats stat sets eneees mere ncesee aan eee cee oa 0.80 5 eri 00 5. 45 0.80 2.93 3. 43 5, 80 
1 DS WAY oh ieee Sk eR Te 5, SERr pear Soman eats cen 0. 38 9,68 0.84 0.68 One 0. 50 9.58 0.68 0.73 
Occupancy expenses: 
TAKES: 5 Giscvenercacracesesaaacquntenstessanasass acer dctaverseaverssaxssvnaveoupene 0.85 9,82 0. 49 0. 44 0. 33 9,57 0.18 9.18 0.18 
Insurance ae 0, 39 0.61 0. 49 0. 46 0. 36 0.44 9,34 0. 32 0035 
Jed \el Meee oer ye eer — — 3. 06 1,89 ye are 0.72 
Heat, light and power.... 1.54 Iho 0.96 (Oe; 0. 49 Lang 0.83 0. 58 0,59 
Repairs and maintenance... va 0.47 0,59 0. 47 0.41 0. 33 ORZe 0. 42 0.23 (0525) 
Depreciation allowanGes. acc csclecccssepheesoicetweoanseeosegseas 0.52 We TE 0.89 1.03 0.89 OST 9.45 0.68 0.59 
Total occupancy Expenses. .........0.....e ce eeeeeee eee 3. U1 4,31 3.30 3.07 2. 40 5. 69 4.02 3.16 2. 68 
Office and store Supplies). dis. Sa--cese eke ntintemns ae 0.81 0.52 0. 46 i) 0. 39 9.41 0.49 6032 0. 36 
AGVETHISINE orn n i estaccacese : 0.06 0.11 O25 0. 32 0. 34 0.03 0.39 0. 46 0. 40 
Net loss on bad Debts a 0.50 0,31 9215 0.16 0. 41 0. 37 0.43 0. 29 On 
AMINO tHer©XPONSeSs sii treseacsenitenuiesdeec-oatsossnescdeurcwcatevesae 0. 41 0.99 0.81 1,03 1.95 0.57 0.97 0.99 0.82 
Total operating EXPeNSES. ...............cceceeeeeeeseeceeees 5.93 12 7. 58 8. 61 10. 76 8, 37 9, 81 9.33 10. 96 
INGE Operating DEO Lhe ..2.cr: -ccvex tres edna neeennen ane 10.91 8. 00 6. 94 6. 05 4, 96 7.98 Sek 6. 36 5. 59 
Non-trading income 1. 80 1. 49 0.80 0.63 0. 46 0. 49 0. 44 0,09 0.25 
Non-trading expense .... 0.03 0,24 0.08 0.11 0.01 0.16 9,09 _ 0, 10 
Net profit before deduction of proprietors’ salaries and 
INCOME TAK. Aes sara een ee eo acres een 125 al | 95:25 7. 66 657 5. 41 8.31 6. 46 6. hd, 5. 74 
=e —_ 


TABLE 4. Independent C aintry General Stores —9wned — Financial Structure by Size and Age of Rusiness 
as at December 31, 1956 


Stores with annual net sales of 


Total 
$20,000-$49,999 $50 ,000-$99 ,999 $100,000 and over all sizes 
Itein $2,000 
Under 10] 10 years Total Under 10} 10 years Total Under 10] 10 years and over 
years and over years and over * years | and over 
(Average per store) 
Assets 


Current assets: 
Gashvom ‘hand and:inibank? 25, <cecaeesrevns occas 
Accounts and notes receivable (net) ............ 
Merchandise inventory ................ oats 
Other current assets 2c amv anew 


Total current assets .................::::eccsereeeeeee 


Fixed assets (net): 
Used in the business .............. MEP ECE ROR 
Not used in the business 


Total fixed assets (net) ............... cesses 
Other assets: 


2,338 2, 203 2, 242 1,314 5,950 4, 538 7, 530 6, 469 6, 739 3,97 
1,705 2,029 1, 936 4, 332 D, 922 5, 116 12,047] 12,115] 12,097 5, 188 
T, 550 8, 645 8, 331 14, 424 15,395 | 15,064] 29,092] 37,656] 35,477 16, 430 
1, 180 1, 433 1, 360 324 4, 287 2,935 1, 135 2, 761 2, 347 2,098 


12,773] 14,310] 13,869] 20,894] 31,154] 27,653] 49,804| 59,001} 56,660} 27, 693 


5, 638 5, 664 5,656] 10,539 1,954 8, 836 18, 936 13, 120 14, 601 8, 645 
1, 340 1, 364 1, 358 1, 471 1, 216 1, 303 = 2, 496 1, 860 1, 448 


6, 978 1, 028 7,014} 12,010 9,170] 10,139] 18,936] 15,616] 16,461] 10,093 


one stem ANVESEMENES: je cerecsncencauescscene-eece sae 226 1,865 1, 395 492 2,472 1, 796 1, 453 546 MAE 1, 395 

OURCH ASS CES he eeectea cys sate eae a ieee inca Kaas - 136 97 124 350 274 1,075 452 610 267 

Motal OWer ASSeUS A .ciescteorerestreet sooo wssysederese ‘ 226 2,001 1, 492 616 2, 822 2,070 2,528 993 1, 387 1, 662 

Total assets: az -occt hte es here eS 19,977} 23,339] 22,375] 33,520] 43,146] 39,862] 71,268] 75,615) 74,508] 39,448 
Liabilities 


Current liabilities: 
Accounts and notes payable ................:eeee 


Fixed liabilities: 


iol 2, 348 2, 188 5, 223 4, 534 4, 769 12,643] 14,112] 13,738 5, 540 


Mortgages on fixed assets used in business 520 371 414 2,563 6389 1, 328 6, 556 854 2,814 1, 236 
Mortgages on fixed assets not used in 
Busines Sock ach eoleavesexassh ees ators sneer ncnne newsrens 30 155 119 138 63 89 - 207 155 117 
Total fixed liabilities ..................-.::..-0:0+ 550 526 533 2, 701 752 1, 417 8, 556 1,061 2, 969 1, 353 
Other Waites: Aare tacuawenssccmecncaveaamasqaxtesnegs avsece 470 802 107 2, 541 1, 682 1,975] 11,942 6, 661 8,005 2, 704 


Total liabilities 2, 811 3, 576 3,428} 10, 465 6, 968 8,161} 33,141) 21,874) 24, 712 9, 597 


Networth: Proprietor’s or partners’ equity in 
Hhe DUSINESS: ish. cccsivcannceene ss poem base cack eredaraae 


Total liabilities and net worth .............. 


Average net sales of stores reporting .............. 
Number of stores reporting .......... SistpPeaehne terenues 


17, 166 19, 663 18,947} 23,055] 36,178 31, 701 38, 127 53, 731 49,796] 29,851 
19,977] 23,339] 22,375] 33,520] 43,146] 39,862) 71,268] 75,615] 74,508] 39, 448 
34, 233} 33, 476 33,693] 68,758] 69,666] 69, 356] 161,897] 179,386] 174,934] 76,045 


33 32 115 29 56 85 14 41 55 255 
| isi Pt | Si 


INDEPENDENT GENERAL STORES Q1-11 
TABLE 5. Independent Country General Stores — Rented — Financial Structure by Size and 
Age of Business as at December 31, 1956 
Stores with annual net sales of 
Total 
Item $20,000-$49,999 $50,000-$99,999 6 Gob, 
$109,000 | gra ovr 
Under 10 | 10 years Total Under 10 |} 10 years Total 
years and over years and over ie 
(Average per store) 
Assets 
Current assets: 
SAS NCONV NANG SACU OAINE consseocvacaransnsvvsherevadwncebsaestubuatecssees 3, 685 1, 872 2, 879 1,948 2,902 2,424 5, 569 3,510 
Accounts and notes receivable (Net)).......ccccessecsveceseesssnenes 1, 699 Secor 3,278 4, 761 5, 206 4,983 13,945 TORT 
MeERChandlS@  UEVENCOLY) verascvevacccsnc-cuvcosnscesaccscvecacdeoddessenonsesses 10, 765 6, 599 8, 913 14, 764 155179 14,970 30, 760 17, 476 
ROM CR MEUM ONG AS SECS vesuccecenvwasscsesbetiisasededeantsenesevcvoesicesvunndeves 807 2,659 163i 680 233 457 1,543 1,190 
MO CALE CUILONE- ASSES cs..so:501-,-saccrewesaecsevcsaneyGrsecsouveonsasospace 16, 956 16, 381 16, 701 22, 133 23, 516 22, 834 51, 817 29,193 
Fixed assets (net): 
WSC ciniMatesDUSTMCSS! ae caucessescsesicsaruecttnsvosesceccverterenssieccenesstecs 1,929 1, 164 1, 589 3, 895 1, 698 2,797 §, 551 3,504 
100 1, 000 500 Bp yA 2,456 2, 889 2,136 1,825 
Total fixed assets (Met)............c:ccceseeeeeseeeseeeeeseeeseeeenere 2, 029 2,164 2, 089 7, 217 4,154 5, 686 8, 787 5,329 
Other assets: 
GW COLI MVE SUNCHES «...c-vwsvarnicevesnveossuvewazeccensideeduaseusavene hens 70 373 204 - 1,503 751 2, 294 L012 
ONE TEAS SOUS) teevecscsaceevissvdcates esanesencscveasarscones ‘ - 211 94 222 161 192 100 130 
Motal Other ASSCts <<: :s2cccccscucv sop acsa ccc sevonesscnceencbasssdte svascaate 70 584 298 222 1, 664 943 2, 394 1,142 
ROGAN ASSOES | cae caccve ces esses catdud evo Vosns avs sandenencicesvencsoads 19, 055 19, 129 19, 088 29, 592 29,334 29, 463 62, 998 35, 664 
Liabilities 
Current liabilities: 
ACCOUNTS ANG, NOTESPPAY a DIC x cucecsveeenessvsepaeraseaeceteensecteseos sie Pe 22015) PATS 2,433 3, 700 4,499 4, 100 8,514 4, 810 
Fixed liabilities: 
Mortgages on fixed assets used in business ..........00+ 5 207 95 858 _ 429 1, 184 580 
Mortgages on fixed assets not used in buSiness ............ - - - 2,514 2, 200 2,000 _ 832 
Motalitixediiianil tthes) c2c..c2ccaescee neon: cocnes serascasasnsehacnvnessun 5 207 95 3, 372 2, 200 2, 786 1, 184 1,365 
OLN MINE Sureersrecscereneean ctacnicecesoustcnceresuccersloxsventrtocensnecantpaes 2, 704 911 1,907 3, 632 649 2, 140 6, 018 3, 198 
POCA ADCO Ss recrnarersceenesesec nce catosuspnecessoceencuedveandnanessounens 4,914 3, 836 4,435 10, 704 7, 348 9, 026 15, 716 9,373 
Net worth: 
Proprietors’s or partners’ equity in the business .......... 14, 141 15, 293 14, 653 18, 888 21, 986 20,437 47, 282 26, 291 
Total liabilities and net worth ..............:ccceceeseeeeeee 19, 055 19, 129 19, 088 29, 592 29, 334 29, 463 62, 998 35, 664 
Average net Sales of StoreS reporting ..........cceeeeeeceeeeeeeneeeeees 42,116 34, 487 SU SRRe [PAS 67, 077 ile 69, 404 185, 845 92, 824 
RVUMIDER Of ISEOFES PEPOFEINE ooccnscecsssccassaseccscnavaseusesssscesvsnacanntone 10 8 18 ay 9 18 15 51 
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(a) Weekly 
Percentage Change in Department Store Sales ............ccccccccsssssseeceseseseseseeses per year 

(b) Monthly 
Chain Store: sales vandiStockSicsccscesectecase once asteeseocsseetatesesscemncceeee eae eens per year 
Department Store Sales and! StockS't..-c.c..-ccccscccncseccecesosescsteeettratetceerenae teers per year 
Percentage Change in Department Store Sales (Preliminary).................0 per year 
Retail Trad en ccd icccsscotes soceos ssesshtncacuceasaveaes Woe Shatene cde duacee ins nier ere elses per year 
New Motor Vehicle Sales and Motor Vehicle Financing ....................s000008 per year 
CreGitiStatistiCs 25. okinsascotechescscosdeacdasve tas sssueccuaatoorececescvatondsesadetetenstaseimetetoee per year 

(c) Quarterly 

| S425 WU UM Oy eve bl pe Ree NoPE hE sa ae I lo TER rte NR Oh dest ane per year 
Farm Implement and Equipment Sales ................cccccccssssesecececesseccuceeussecese cess per year 

(d) Annual 
Farmiimplement-and Equipment? Sales ccncsccsccecesceeserecccseckcsccsceterscetascecesttg ene 
New Motor Vehicle Sales and Motor Vehicle Financing .................ccssecceeseceesceceusseeees 
Retail’ Lrader(including Shopping Centres) ccsrccceseeecececcace ee cececcteeetcccne sees 
Retails ChaimiStoresciicacecc- ccc ocacccvccoosssocsncetare cow cccus saree een ein Aa eR Case eee ee ce RC TORE En RCE 
Sale@se Min ann Gicceccscc<tcscccceccsusccascesvistescucensesoe set musdectesveccad nesscceraccectovesunrecenecctcncene rence 

(e) Biennial 
Operating Resultsvof Chain Clothing Stonesr-wccicercescesccceneoescreceeseneece eceeer cree eaneneatoe 
Operating Results of Chain DritgsStoresics..c.ssesecccccececene-conenes cocoesecceccntece cesmecetenceeenee 
Operating, Results of Chain) Mood Stores <....c.c.ccccooconcnesee ncasceccccesscccnctoecsaconecencaetecenmnrenes 
Operating, Results iofeChain Furniture Stores siectscc-cccccccesscscstececcescaceccsencesaccesisnecsneeseres 
Operating: Results ofChain Variety Stores s.cccc.cccsccccsccecesaocccoevsccsocccceccecocecccenseceosmeceess 
Operating Results and Financial Structure of Independent Retail Clothing Stores 
Operating Results and Financial Structure of Independent Drug Stores. ................ 
Operating Results and Financial Structure of Filling Stations and Garages........... 
Operating Results and Financial Structure of Independent Food Stores.................. 
Operating Results and Financial Structure of Independent Fuel Dealers................ 
Operating Results and Financial Structure of Independent General Stores ............ 
Operating Results and Financial Structure of Independent Retail Hardware, 
Furniture, Appliance, Radio and Television Stores.................:ccccsecesseececeeeteeeeeteeees 
Operating Results and Financial Structure of Independent Jewellery Stores.......... 
Operating Results and Financial Structure of Independent Restaurants.................. 
Operating Results and Financial Structure of Independent Tobacco Stores............ 


Other occasional reports and 195] Census reports on retail 
trade are shown in a complete list of publications of the Dominion 
Bureau of Statistics which is available on request from the Infor- 
mation Services Division, D.B.S., or from the Queen’s Printer, 
Ottawa. 
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OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT GENERAL STORES 


1958 


This report is a continuation of the practice of 
the Dominion Bureau of Statistics to publish oper- 
ating resuJts and financial structure for selected 
trades primarily as a guide for retailers. The aver- 
ages and ratios that are shown in this report can be 
used as a Standard by which businessmen can com- 
pare their own operating experience. The pattern of 
expense and financial ratios by size and age of 
business permits direct analysis of operating results 
for the year. It should be borne in mind, however, 
that the averages and ratios as published in this 
report do not represent top performance guides. They 
are the ‘‘average’’ of a broad range of operational 
efficiencies. 


This survey of independent general stores 
covers only retail establishments usually located 
in rural communities and engaged in selling dry 
goods or apparel with groceries amounting to one- 
third to two-thirds of total sales. In addition, such 
establishments must show sales fcr at least one of 
the following subsidiary lines: hard goods (hardware, 
farm implements, building materials, housewares, 
household appliances, furniture, etc.) feed, fertilizer, 
gasoline and lubricants. 


Although this report is similar to the previous 
operating results reports issued for this trade, some 
slight changes have been made in the presentation 
and quantity of information in order to increase its 
value to the user. In Table 1, the historical series 
of major operating ratios has been increased from 
a two year period to a six year period on a biennial 
basis. It is hoped that this change will enable the 


users to more readily compare the trends in operating 
with their own experiences during the years. It 
should be mentioned that the data in Table 1, as 
well as the ‘‘total’’ column in Table 3 have been 
weighted in order to arrive at ratios which are 
representative of the trade as a whole. Weights are 
assigned to the ratios in each sales-size category 
in relation to its position in the sales picture as 
found in 1951. For example, in 1951 owned stores 
with sales between $20,000-$49,999 did 30.3 per 
cent of the total volume of business in the ‘‘owned’’ 
class whereas rented stores with the same sales 
volume did 24.7 per cent of the total sales in the 
“‘rented’’ class. These ‘‘weights’’ are applied to 
the current year ratios to arrive at a total ratio for 
owned and for rented stores which in turn are simi- 
larly weighted to obtain a total for the trade. The 
remaining averages and ratios published in this 
report have not been weighted and therefore repre- 
sent the averages and ratios obtained from a 
reporting panel of firms in each cell. 


As shown in table 1, the gross profit in 1958 
for general stores declined by .35 per cent of net 
sales to 14.81 per cent from the high of 15.16 per 
cent registered in 1956. A Slight increase in oper- 
ating expenses due to increases in occupancy 
expenses and ‘‘all other’’ expenses produced a net 
operating profit of 5.78 per cent of sales which is a 
decline of .38 per cent from the high of 6.16 per 
cent in 1956. 


Note: Profit and loss and balance sheet defini- 
tions are shown on pages 7 and 8. 


4 MERCHANDISING AND SERVICES 


TABLE 1. Operating Results of Independent General Stores, 1952-58 


Item 1952 1954 1956 1958 


percent of net sales 


GROSS Jr OEIG secession 14.34 14.92 15.16 14. 81 


Operating expenses: 


Mmploye@es */ Salaries: cisvecscscvssasavvnanesastsincits seecaasvecos ooesncctoeeneMaty Basces rev enseees ses 3.47 3.74 3.28 3.15 
MC CUDA OV Foose cccasaa ac case n ees saea esses canna pdes peanut ane sased acai wanecainca nse gousaewagass cnadaumasuree sna 2.61 2.96 3-07 3.15 
Office and: Stare GUA PE Cee on oicccrsccaceccereeera rer reece cates siesas pass eageseranetnetees 0.37 0.39 0.41 0.35 
Ds MACULAR LAY ey CORRE RED per tot RE ieee RIN OD Gk ROR i RR aaa Raped 0.20 0.26 0.30 0.2y9 
All other Ox nenaea ccc ae ee ee 1.91 1.89 1.94 2.09 

Total operating! ex Peis esi. 2 is. kl eee ents eed stat setae ence teneane Sezanene 8.56 9.24 9.00 9.03 


Net operating profit before deduction of proprietors’ salaries and income 
tax and addition of nef non-trading IncOME ...........<....s:-ceccssesscecocctersccneeneeearees 5.78 5.68 6.16 5.78 


Note: These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independ- 
ent stores. 


TABLE 2. independent General Stores — Balance Sheet Ratios as at December 31 


Current Tatiaw OWlGd oat eae : 3 : 4.57 5.00 4.70 


RRORCG oS. penises ean aegegseneaancay cs . 5.69 6.07 6.97 


Rilquaicditty’ ratio = Owned cicccc. aces cseszscccc cores sass eens eaang te ee 5 Pe r 1.85 2.03 1.92 


Rentegn os ee - - : 2.06 2.44 3.21 


Working capital to net worth ratio— Owned................ ‘ 3 : 0.72 0.74 0.69 


Rented .....<:.....---. é ° . 0. 84 0.93 0.91 


Worth debt ratio = Owned: oicc5s races cccseeesss santas asset i 7 3.25 3.11 3.54 


Rentedys tac ia. ataasiisisascgsazitea . 4.20 2-80 3.68 


Turnover of total capital employed — Owned 


Rented 2.81 2.74 PTH! 


.. Not available. 
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TABLE 3. Independent General Stores — Operating Results by Annual Sales Volume and Occupancy Basis, 1958 


Owned stores with annual net sales of ees with ple 


et sales 
Item All 
Under |$10,000- | $20,000- | $50,000- | $100,000 | $20,000- | $50,000- | $100,000} sizes* 
$10,000 | $19,999 | $49,999 | $99,999 | and over | $49,999 | $99,999 | and over 

INUMIDES, OF 6 COTES TEDORIN S— sec cisvezses sexacvoraneciaaserteseacdenecees 23 a3 188 157 104 18 17 17 609 
Average net sales per store ..... .-$] 7,032 | 15,519] 33,657] 69,166 | 161,036 | 34,689 | 65,173 | 205,550 | 84,395 
Average beginning inventory........ --$] 2,477 4,509 7,612 | 13,559 28,031 9,083 | 12,998 | 25,808] 15,464 
Average inventory, end of year.... fe 2,466 4,452 7,631 13, 820 28,912 9,533 13,633 27,337 15,874 
Average cost of goods sold.......... re B 5,872 13,017 28, 966 59,119 136, 036 29,386 56,676 | 172,855 71,654 
Spock TUMOveEr (HUMES DEL VAL) .-c..senscccsessestereccrscseescserss 2.38 2.91 3.80 4.32 4.78 3.16 4.26 6.51 4.57 


Profit and Loss data 
(Percent of net sales) 


MACOS fa SUMO IG oe ee dec set oc sctac ss sac satan yesteeerigectsae sv ssa foutivecteades duces 16.50 16.12 13. 94 14.52 15. 52 15.29 13.04 15.91 14.81 


Operating expenses: 
Employees’ salaries and wages 
renee CO MV Oly) ccsnciace see tinstateescesrnevousaernteraatssearsevoises 0.91 1.40 1.81 3.20 4.93 2.86 2215 4.80 3.15 
TO DIKE) 87h coe Bence CoRR Ete Ee PSCC REECE ere Ar roer am EEE EE 0.51 0.85 0.79 0.81 0.64 0.72 0.68 0.73 0.74 
Occupancy expenses: 
ED SX OG Ror erat een ci itr ioes ee ocaidrgnevars ie facts aeuesessitpa ds vilsisvavded 1.04 0. 96 0.60 0.42 0.38 0.19 0.31 0.17 0.48 
Insurance . 0.53 0.70 0.52 0.46 0.42 0.49 0.24 0.23 0.46 
UG geste sacanees ies sctrscees = - _ - - 1.64 0.81 0.78 0.14 
Heat, light and power.... 1.99 1.72 1.02 0.69 0.55 0.88 0.59 0.50 0.82 
Repairs and maintenance.... ee 1.02 0.54 0.47 0.35 0.33 0.34 0.20 0.21 0.'39 
PVODTECIATION SLIOW ANC OB: rise tecscezicsacasercobeste ccssecdeysts Sexes 0.44 0.82 0.85 1.04 0. 88 0.28 0.48 0. 76 0. 86 
Total occupancy CxPeMSeS ..........0.. 66. c cece cence ee 5.02 4.74 3.46 2.96 2.56 3.82 2.63 2.65 3.15 
Office and store supplies .. 3 0.71 0.52 0.35 0.31 0.37 0.28 0. 28 0. 20 0.35 
INAVETVISING nest at cree ass 0.01 0.12 0. 22 0.34 0.35 0-11 0.31 0.33 0.29 
Net loss on bad debts As 0.75 0.38 0.17 0.29 0.26 0.27 0.18 0.27 0.26 
All other expenses ................. ae 0.93 1.42 1.01 1.15 1.13 0.94 0. 94 0.89 1.09 
Total operating expenses ...........0....:0ccceceeceeeee 8.84 9.43 7.81 9.06 10.24 9.00 7.17 9.87 9.03 
INGE operating BrOtit, hsccrcies sie. censecsces cacadeydes css desvtets 1.66 6.69 6.13 5.46 5. 28 6. 29 5.87 6. 04 5.78 
AY OW CEG CULE) LC OTC acco sch otra 2c reausaclsasavsnavoa cater eais cori crteiaey 1,31 1.01 0.73 0. 36 0.42 0.18 0.41 0. 28 0.53 
MUO TRACING OX PONSO 01... ccc ucti sees ett ceacsesrntgdnereDdrduetdPeraésedscee - 0.07 0.28 0.02 0.12 0.03 0.01 0.00 0.12 
Net profit before deduction of proprietors’ salaries 
AMC OLE TLE Kid eae certs cases tints ees sh d:di cag eeseverdivesvaed 8.97 7.63 6.58 5.80 5.58 6.44 ‘ie 6.27 6.32 6.19 


1 These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independent stores. 


TABLE 4. Independent General Stores — Owned — Financial Structure by Size and Age of Business 
as at December 31, 1958 


Stores with annual net sales of 


$20,000 - $49,999 $50,000 - $99,999 


$100,000 and over 


Item 
Under 10 | 10 years Under 10 | 10 years Under 10/10 years 
and over years | and over 
average per store (dollars) 
Assets 


Current assets: 
CBS OM Nand aie LE! DANE ccc cccycscexcavecetseecendsavesevenee coevers 
Accounts and notes receivable (net) 
Merchandise inventory .................::0005 Ee, 
CHEMO URTO MN SOUR, ctl cers chnhcaaltesidroograjuciueqnoaadsAigneadeee 


TOU) CURFEME ABSOCS oo coocciiiecrresecwesgunstawrdescaecesveasusiae 


Fixed assets (net): 
Used in the business ............... 
Not used in the business.... 


TOtal fixed Assets (Wet) cc. sc ccsecccerecicssostetesnarqaszaciereerite 
Other assets: 


1,463 2,749 2,461 1,980 3,725 3,330 4,898 6,881 6,443 
1,452 1,925 1,819 3,422 5,337 4,904 | 10,585 9,310 9,592 
6,593 8,154 7,805 | 13,651 | 14,116 | 14,011 | 25,248 | 29,952 | 28,912 

719 2,662 2,227 880 2,337 2,008 932 1,717 1,543 


10,227 | 15,490 | 14,312 | 19,933 | 25,515 | 24,253 | 41,663 | 47,860 | 46,490 


7,427 5,787 6,154 9,103 6,697 7,241 | 15,082 | 12,534 | 13,098 
2,178 2,838 2,690 1,062 2,248 1,979 2,735 2,574 2,609 


9,605 8,625 8,844 | 10,165 8,945 9,220 | 17,817} 15,108 | 15,707 


LONG CETM INVEStMEDUS......ceccicessesncscsscceaceceayecnsennscecenensezes $.718 1,099 1,25} 517 1,293 1,118 814 1,065 1,009 
OCH ED BSS OCS ater cette aa da vasey cal dame coaiccndes 7a sliga rapienesaugecveredoegits 44 337 272 124 297 258 4 506 395 
PE OLR GEHGE CSS OOS 25 soacc cc tececcany ceive san decssscadadecs concep eacaes 1,822 1,436 1,523 641 1,590 1,376 818 1,571 1,404 


Total assets 


21,654 | 25,551 | 24,679} 30,739 | 36,050 | 34,849 60,298 | 64,539 | 63,601 


Liabilities 


Current liabilities: 
Accounts and Notes payable ...........:..cctesssccuescsserssereecee 


Fixed liabilities: 


1,993 2,306 2,236 4,043 4,611 4,482 9,150 | 12,872 | 12,048 


Mortgages on fixed assets used in business .............. 1,828 300 642 1,850 623 900 3,499 1,777 2,158 
Mortgages on fixed assets not used in business ...... 482 86 175 284 147 178 = 107 83 
Puna MIKO: HORUIGCS: 556s ceccaczsaesaccazetsatsctavderesyeree 2,310 386 817 2,134 770 1,078 3,499 1,884 2,241 
CNBTIGE. LEASE LG LORD boot cay tca canto sak sercids dx Mvotensc pares deena antt 1,284 391 590 2,188 1,250 1,462 5, 984 2,522 3,288 


PEGG BEGUIELIGIOR oooos, Srevaees seces castor acssh anders tue area neers 

Net worth: Proprietor’s or partners’ equity in the business 
Total liabilities and net worth......0....0..0.00.00....5- 
Average net sales of stores reporting ................e 


5,587 3,083 3,643 8,365 6, 631 7,022 | 18,633 | 17,278 | 17,577 
16,067 | 22,468 | 21,036 | 22,374 | 29,419 | 27,827 | 41,665 | 47,261 | 46,024 
21,654 | 25,551 | 24,679 | 30,739 | 36,050 | 34,849 | 60,298 | 64,539 | 63,601 
33,055 | 34,424 | 34,118 | 69,219 | 70,024 | 69,842 | 155,491 | 162,610 | 161,036 
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TABLE 5. Independent General Stores — Rented — Financial Structure by Size and Age of Business 
as at December 31, 1938 


Stores with annual net sales of 
Item $20,000 - $49,999 
oa 100 
99 and over 
Under 10 10 years ‘ 
years and over Total * 
average per store (dollars) 
Assets 
Current assets: 
Cashronshandi:eind inp pen kee tcc ccs each o ekceen cs Se cease euvakeenace awe arrest enna 2,337 1,430 1,827 2,232 7,746 
ACCOUNTS ANG NOLES TECCIVAD LON CHEE) t cba. carec tons sdascodavdcear steastccsMamnceansewsscocct tase cesarer 1,935 4,456 3,353 3,007 13,150 
Merohandise Inventory cs coe cowed casa ucn can aid nace taclaea as hee redone ear duudas neuen 13,023 7,607 9,977 14,225 28,510 
Other CUIreNt ASSETS ME, sc: secshe scp sd soo Re enon duct sas Mees Moe's saa aia eT enue da spie sical 1,752 1,322 1,510 1,382 10,341 
"VOtal CURTENE ASSOUSS cesses saeco das seca isa Saag cats Ons aep ence tab op tanec te phec oa Rese erase 19, 047 14, 815 16,667 20, 846 59,747 
Fixed assets (net): 
Used Inhethusine ssh es. AB ee easceves haat eA wes a RRO Han sos ee dances Seale anes 1,018 3,265 2,282 3,853 9,536 
NOUS EGHIN; Tes DUSENESS: 0. <csere sgn cee see wets aes iiase Rev apies snbtes wan ev ce omen edhe seca MOaeearagees 1,131 1,000 1,057 1,850 200 
Total fixed assets),(iet) is. eit -cetcstcc.h. oR tycatee texsat.o beauty sncespsp emotes i> shauna dese 2,149 4,265 3,339 5,703 9, 736 
Other assets: 
Bong: term! ives tmentsn::.5.Fcbisretessins cite tek shcnesisoe cas cts-teeteuh sss over erecbae bens ene snob aereo ue = 420 236 113 24 
OPRer ASSCtS oo irre mere cats te ete iets aceon uneee anccinc eaten eco as tee coe ; = 167 94 = 19 
MN otal Other: Assets We cas ih ssc cicecscedere eects ree Nemec grace auc deinr sone guseseledernwessieecs - 587 330 113 43 
"TORE ASSSEG FS Siocon ik eee teen cited rac hgee anus shorten pads san sand edtigaadshanvnasigtest baavies 21,196 19, 667 20, 336 26,662 69,526 
Liabilities 
Current liabilities: 
ACCOUNES ANG DOCES PAV TL ise nc srecars case cheese sass wcauapngeatesenay Agacanneaen iomercsrmeenetae 1,384 2,286 1,891 2,435 9,587 
Fixed liabilities: 
Mortgages on fixed assets US€d In BUSINESS ......0.....cccciecsneestentesseneseenccrceansconees - 122 69 1,267 667 
Mortgages on fixed assets not used in DUSINESS ...........ccsceeseeseeeeeceeeeeteeeeeeesnseseaee 237 e 103 245 = 
Ota fixe di assets voc. ctes sees ape ec hak ese dete ace tee os ee cee anes da oe luge eee cee 237 122 172 1,512 667 
Otter Lia DU GOs ash scpesacsanescratspsotttctst st ssatunuiedaapstesnug nds cr itch easscacees cu ceastateet tee c\\teenaerae Ahker 800 111 413 127 7, 450 
Total Wabthitiess 0. 3ciccssccccs. Rocke pencto ds tee seto ot ae eee is on duns caps di ewancciestesigusalove nang’ 2,421 2,519 2,476 4,674 17, 704 
Net worth: Proprietor’s or partners’ equity in the businesS................00ceeseeeeees 18,775 17,148 17,860 21,988 51,822 
otal Blab iiiliorm mus MOU WC foore or sector sce cses hee seteg ent nese sceavay ena meashla ikon cree yeaa 21,196 19, 667 20, 336 26,662 69, 526 
Average net Salés of Stores reporting’ .i.t..0. fits ess Sbeewadlsdessceededetewidice 1 pedtiatns teas 33;.727 37,851 36,047 65,928 210, 831 
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DEFINITIONS 


PROFIT AND LOSS 


Items 


Net sales — the dollar volume of business done. Allowances and 
discounts granted to customers and value of goods returned 
by customers are deducted from gross sales, but sales of 
meals or lunches provided employees and any goods with- 
drawn by the proprietor for personal use are included. 


Purchases — are taken at invoice value less returns and allow- 
ances, cash and trade discounts. Added to the cost of mer- 
chandise are the following expenses; duty, inward freight, 
express and trucking, alterations, etc. 


Cost of goods sold — determined by adding the beginning inven- 
tory to net purchases and deducting the ending inventory. 


Gross profit — the difference between ‘‘cost of goods sold’’ and 
“net sales’’. 


Operating expenses — all costs incurred in the year’s operation 
of a business, except the cost of merchandise. These include: 


Salaries and wages (except delivery) — payments to employees 
before deduction of income tax or unemployment insurance. 
Proprietors’ salaries or withdrawals are included in ‘‘net 
operating profit’’ in unincorporated store operations. 


Delivery — includes salaries paid to delivery men, truck 
repairs and maintenance, depreciation, licences and insur- 
ance on delivery equipment and supplies used in connection 
with delivery (gas, oil, etc.) 


Taxes — business, property and water taxes. Taxes collected 
for remittance to governmental bodies and income tax are 
not included. 


Insurance — annual proportion of premiums for insurance 
policies carried to protect the business. 


Rent — paynients for use of business premises. 
Heat, light and power — cost applicable to year’s operations. 


Repairs and maintenance — costs incurred to keep fixed 
store assets operating efficiently (excludes capital 
expenditure). 


Store supplies — wrapping paper, office supplies, etc. 


Advertising — displays, window dressing and sales promotion. 


Net bad debt loss — estimated amount of uncollectable 
customers’ accounts receivable less the amount recovered 
from former bad debts. 


Other expenses — telephone, telegraph, postage, bank charges, 
legal, auditing and collection fees, etc. 


Net operating profit —is the difference between ‘‘total oper- 
ating expenses’’ and ‘‘gross profit’’ and includes propriecors’ 
salaries and withdrawals before income tax deductions. 


Occupancy — the cost of maintaining and occupying a place of 
business and includes: rent, business and property taxes, 
insurance, heat, light and power, repairs and maintenance 
and depreciation. 


Non-trading income — interest earned, revenues from rentals, 
other activities, carrying charges and investments. 


Non-trading expense — interest expense, rental expense, any 
other expenses not pertaining to the business. 


Ratios 


Stock turnover — the number of times in a year that the average 
merchandise inventory is sold and replaced. The average of 
the beginning and ending inventories is divided into the cost 
of goods sold. 


Note: Each of the following ratios are expressed as a per- 
centage of ‘‘net sales’’. Consequently, it is permissible 
to make direct comparisons between these ratios. Each 
ratio represents a portion of the average net sales’ 
dollar. 


Gross profit ratio — sometimes referred to as the ‘‘gross margin 
ratio’’ or ‘‘mark-up’’ represents the difference between ‘‘cost 
of goods sold’’ and ‘‘net sales’’. It is the portion of the 
average sales’ dollar from which the merchant meets his 
operating expenses and obtains his net operating profit. 


Operating expense ratios — each item of expense, as well as 
‘‘total operating expenses’’ when expressed as a percentage 
of ‘‘net sales’’ shows the amounts of the average sales’ 
dollar required to operate the average business. 


Net operating profit ratio — the remaining proportion of the 
average sales’ dollar after ‘‘cost of goods sold’’ and ‘‘total 
operating expenses’’ have been deducted. From this amount, 
the percentage allowances for both proprietors’ salaries and 
income tax should be deducted, in order to determine the 
percentage to sales of net returns on capital investment. 


BALANCE SHEET 


Asset Items 


Cash on hand or in bank — the amount of cash in the business 
at the end of the year. 


Net accounts receivable — all customers’ notes and accounts 
owing to the business at the end of the year less any reserve 
for doubtful accounts. 


Merchandise inventory — the cost value of merchandise on hand 
for resale but does not include store supplies on hand. 


Other current assets — includes assets which may be converted 
into cash, if necessary within a reasonably short time, such 
as Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net) — the cost value of land, buildings, furniture, 
fixtures and equipment less any reserves for depreciation. 
Separate figures are shown for assets used in the business 
and those not used in the business. 


Other assets — investments vf a permanent nature not readily 
converted into cash and intangibles such as goodwill and 
organization costs. 


Liabilities and Net Worth Items 


Current liabilities — obligations which must be paid in the near 
future (usually one year) and represent accounts payable or 
any item that may be considered as a direct lien against 
current assets. 


Fixed liabilities — mortgages secured by fixed assets and 
separated, as are fixed assets, between those used and not 
used in business. 


Other liabilities — long term notes payable, accrued expenses 
such as taxes due but not yet paid, and prepaid or deferred 
income. 


Net worth — Unincorporated business — the amount invested in 
the business together with any accumulated profits after 
proprietor’s or partners’ withdrawals. 


— Incorporated business — net worth is shown intwo 
parts: 

(1) Capital stock, which represents the share- 
holders’ investment of fully paid-up sub- 
scribed shares, and 

(2) Surplus, which represents distributable sur- 
plus, capital surplus and earned surplus. 


Ratios 


Current ratio — Current Assets + Current Liabilities — indicates 
to what extent the business is able to meet its current obli- 
gations out of ‘‘current assets’’. Care should be taken to 
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examine the components of current assets because over- 
stocking of inventories and overinvestment in credit sales 
(accounts receivable) can result in a stronger or more favour- 
able ratio. 


Liquidity ratio — Current Assets less Merchandise Inventory + 
Current Liabilities — sometimes referred to as the ‘‘acid 
test’’, is similar to the ‘‘current ratio’’ as a test of current 
credit strength. A ratio of 100% (or 1) is usually considered 
favourable. z 


Working capital to net worth ratio — denotes the relationship 
between ‘‘working capital’’ (current assets less current lia- 
bilities) and a proprietor’s equity in the business. That is, 
the proportion of ‘‘net worth’’ that could be realized readily 
if liquidation were necessary. 


Worth-debt ratio — Net Worth + Total Liabilities — if used in 
conjunction with the ‘‘current ratio’’, would reflect any 
weakening of the capital structure of a business through large 
loans which give a high ‘‘current ratio’’. 


Understatement Ratio 


Turnover of total capital employed — Net Sales + Total Assets 
used in the business — provides an indication of the degree 
of management efficiency. However, this ratio should not be 
used alone because ‘‘profits’’ and not ‘‘sales’’ are the major 
criterion of efficiency, 
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OPERATING RESULTS AND FINANCIAL STRUCTURE 
INDEPENDENT GENERAL STORES 


1960 


This report is a continuation of the practice of 
the Dominion Bureau of Statistics to publish operat- 
ing results and financial structure for selected trades 
primarily as a guide for retailers. The averages and 
ratios that are shown in this report can be used as 
a standard by which businessmen can compare their 
own operating experience. The pattern of expense 
and financial ratios by size and age of business per- 
mits direct analysis of operating results for the 
year. It should be borne in mind, however, that the 
averages and ratios as published in this report do 
not represent top performance guides. They are the 
“faverage’’ of a broad range of operational efficien- 
cies. 


This survey of independent general stores cov- 
ers only retail establishments usually located in 
rural communities and engaged in selling dry goods 
or apparel, with groceries amounting to one-third to 
two-thirds of total sales. In addition, such establish- 
ments must show sales for at least one of the follow- 
ing subsidiary lines: hard goods (hardware, farm 
implements, building materials, housewares, house- 
hold appliances, furniture, etc.) feed, fertilizer, 
gasoline and lubricants. 


This report is similar in content to previous 
operating results reports issued for this trade. It is 
important to note that the data shown in this bulletin 
have been obtained from a co-operative panel of firms 
which are classified as general stores. An attempt 
is made in some tables to adjust these data in order 
to arrive at averages and ratios which are represent- 


ative ofthe trade as a whole. These weighted figures 
are shown in Table 1 as well as the ‘‘all sizes’’ 
column in Table 3. Weights are assigned to the 
ratios in each sales-size category in relation to its 
position in the sales picture as found in 1951. For 
example, in 1951, owned stores with sales between 
$20,000 - 49,999 did 30.3 per cent of the total volume 
of business in the ‘‘owned’’ class whereas rented 
stores with the same sales volume did 24.7 per cent 
of the total sales in the ‘‘rented’’ class. These 
‘“‘weights’’ are applied to the current year ratios to 
arrive at a total ratio for owned and for rented stores 
which in turn are similarly weighted to obtain a total 
for the trade. As mentioned above, the remaining 
averages and ratios published in this report have not 
been weighted and therefore represent the averages 
and ratios obtained from a reporting panel of firms 
in each cell. 


The adjusted figures indicate that general 
stores during 1960 had a higher ratio of gross profit 
to sales than in 1958, increasing by .57 per cent of 
net sales. At the same time, however, total operat- 
ing expenses increased by .34 per cent of net sales 
due primarily to an increase in occupancy expenses. 
The increase in total operating expenses off-set to 
some degree the increase in gross profit, the result 
being an increase of .23 per cent in the net operat- 
ing profit from 1958. 


Note: Profit and loss and balance sheet defini- 
tions are Shown on pages 7 and 8. 
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TABLE 1. Operating Results of Independent General Stores, 1954-60 


per cent of net sales 


GYOSS. PEOLIE TFs. acs co eete hcceet en ciebanthodnecsctensesssene seaueses teectsst ecto teresetesteeesetemesa 14. 92 15.16 14. 81 15.38 


Operating expenses: 


Employe@s? Salaries tn. peccssod casero tc cguasbece eh vanes cores Petes GE eae taaecc taba cees 3.74 3. 28 By 1G} 3.14 
OYA OT) ORE NOK on Auer cast a el Rae a See ae NO G8 Sea ae he Ua ce 2.96 3.07 Selo 3.44 
Office andgStonesSUpPplile Sige cere eet ee ras eae ceeaed career anes seeteuenete ee oeeere 0.39 0.41 0. 35 0. 33 
AAVGTUUSINE: actress ost cccdncasesteecate-cocerescesesses edi enceoer ttt ee ere ne ean ee ne ences 0. 26 0. 30 0. 29 O32 
ALIGGTURETOXD CH SES: cers nee rete center a iecncut ns cee eeu oem atettt saa cona cuore ascnees coneesere 1.89 1.94 2.09 2.14 

Totaloperating@xPemSeS ce = <.cosees aden ns caenoes seews Sates fawsen es cok s os HORE RE ee 9.24 9. 00 9. 03 9.37 


Net operating profit before deduction of proprietors’ salaries and income 
taxtandraddition of netinon=trading INCOME): cccscet coeecesteres seeee tence eerere eae 5.68 6.16 5. 78 6.01 


Note: These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independ- 
ent stores. 


TABLE 2. Independent General Stores — Balance Sheet Ratios as at December 31, 1950-60 


Item 1950 1952 1954 1956 1958 1960 


Currentiratio— Owned iar. ce eee eres 4.56 4.45 4.57 5. 00 4. 70 5.08 
ROTC CC es .a1s. Bin seed ae, Moon, a he eet ee 3.62 4. 04 5.69 6. 07 6.97 By PB 

Wiquidity ratio= Owned. wee weet eebec cae meer ee sere Ae 1.65 1.85 2. 03 1.92 2000 
FRVENG CCS ean erens neon eter tine Maan areteaetads ars 1. 66 2. 06 2.44 Soak 1.99 

Working capital to net worth ratio— Owned ................ Oris 0.73 Omn2 0. 74 0. 69 0. 69 
Rented acca 0. 94 0. 89 0. 84 0.93 0.91 0. 85 

Worth debtiratio Owned) ye een cesses ee Sea 3. 36 8225 311 3.54 3.59 
RGN GCC ere tine eae ere 2.08 OP) 4. 20 2. 80 3.68 2.74 

Turnover of total capital employed — Owned .............. Se DS} 2. 06 2.00 2. 29 2.10 
RVENUCU tear An 2.70 2.81 2.74 eat fit 3. 20 


.. Figures not available. 
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TABLE 3. Independent General Stores — Operating Results by Annual Sales Volume and Occupancy Basis, 1960 


Owned stores with annual net sales of Benda rl All 
Item sizes! 
Under $10,000-| $20,000- | $50,000- | $100,000 | $20,000- | $50,000 - 
$10,000 19,999 49,999 [ 99,999 and over 49,999 | 99,999 
Number of stores reporting ... a 19 53 98 92 54 12 18 358 
Average net sales per store . eo) 6, 435 14,721 33, 387 10,542 152, 657 32,718 69,996 80, 312 
Average beginning inventory ....... cen 63 3,030 5,625 8,399 14, 224 28,979 8, 308 12,575 16, 222 
Average inventory, end of year Pe) 3,399 5,507 8,505 14, 541 30,058 7,576 12,556 16,625 
Average cost of goods sold......... wee. Lies i 12,365 28,438 59, 826 128, 683 27, 387 60, 097 67, 830 
prock. tumover (times Der YEar)| | \ccccacoeessscvascrsasnecsecontoas co 1.67 2,22 3.36 4.16 4.36 3.45 4.78 4,13 
Profit and Loss data 
(Percent of net sales) 
GAGS SI PLOl ibe ray ciccesycccessverecesesosars csesccendsee sash ccisassevarsesediotes 16,53 16,00 14, 82 15.16 15, 70 16, 29 14,14 15, 38 
Operating expenses: 
Employees’ salaries and wages (except delivery)...... 0. 23 2.46 1.68 3.19 4.56 2.70 2215 3.14 
YET CL Vachs te eee Seat cecacasetiatscorevaccv ade sos seach ssenestusnsvaotoavienavasne 0.15 0.70 0. 73 0. 80 0.57 0.71 0.77 0.69 
Occupancy expenses: 
Taxes 1.02 0.95 0. 67 0. 43 0.41 0.28 0. 25 0.51 
Insurance 0.89 0.72 0.57 0.52 0.49 0.51 0.30 0.53 
Rent .... - - - - - 1. 66 1.03 0.17 
Heat, light and power 1.70 1.88 1.09 0.74 0.60 1.00 0.60 0.90 
Repairs and maintenanc 0.61 O257 0.56 0.36 0.30 0.21 0.30 0.40 
Depreciation allowances 0.90 OnFt 0.99 1.05 0. 96 0.65 0. 56 0.93 
Total Occupancy EXPENSES o0...........ccccecesesecceesesceeenees 5.12 4.83 3,88 3.10 2.76 4.31 3,04 3.44 
Olice and StOre SUPDILES' s.cccssvaryeegeqaversibvocessoceuesscveuneset 0.52 0.47 0.33 0.34 0. 26 0.61 0.45 0.33 
PNAVETUISIN GE ctvcmncaseuocevsnes sia 0.11 0.10 0. 23 0. 33 0.46 0.25 0. 43 0.32 
Net loss on bad debts ns 0.54 0.16 0.20 Only: 0. 40 0.24 (a) 0. 25 
PALUOth CPCS PENS. tesarac. scx ouccssetocsscwestevesteeveees cecetecsacccetece 1,57 1. 20 LG 1,23 1,16 1.45 1,31 1.20 
Total operating ExPeNSeS 0.0... ceeceeeeeeceeeeeeeeeees 8, 24 9,92 8,21 9.16 10,17 10,27 8.30 9.37 
Net operating profit 8,29 6,08 6.61 6.00 5.53 6,02 5, 84 6,01 
Non-trading income........... Fr 1, 29 ib Vis} 1.14 0. 86 0.56 Open 0. 83 0.87 
INOMaULAUEN ETE NDENSOrcicccsccascrteccrcraecevticacecracectccesesseurinsvertones - 0.42 0.39 0. 26 0.04 0.02 0.27 0.23 
Net profit before deduction of proprietors’ salaries and 
HTN COMRCEC AK. Metts Ait vaceere nly nis iaviay odeteam tense etces sn dacntenetcrarees | 9.58 | 7,39 7.36 6.60 im 6.05 6.27 6.40 6..65 
fe 


1 These ratios are ‘‘weighted’’ according to the 1951 Census weights of the different sales sizes for independent stores. 


TABLE 4. Independent General Stores — Owned — Financial Structure by Size and Age of Business 
as at December 31, 1960 


Stores with annual net sales of 
Total 
00,000 i 
Item $20,000- 49,999 $50,000- 99,999 vedgt indies ree 
10 Under 10 | 10 io ey 
Under 10 years nder years 
years and over Total years and over Total Total 
average per store (dollars) 
Assets 
Current assets: 
Gashson Nandan deny DANK! ..c.ceccoonccuepsee cst ssecces'sovecscoadsantare 1,472 2,478 2, 287 3,495 4,191 4,066 5, 218 3,681 
Accounts and notes receivable ee ‘i ere 1,441 2,501 2,299 2,791 3, 886 3, 689 10,900 4,890 
Merchandise inventory ... 8,410 9, 047 8,926 15, 443 14, 457 14, 634 30, 058 16, 191 
Other current assets ....... 69 2,638 2,148 283 2,132 2, 292 2,754 2, 349 
POCA CONTENU ASSOLG) cusccenescsevarcecvaconvederectaecensnenstoricuasens 11,392 16, 664 15, 660 22,012 25, 266 24, 681 48, 930 27,111 
Fixed assets (net): 
WSSdiitutheyDUSINESS: jy .asuccsvccsvssessetvcssrscccansesssasatenccenaapesar ec 6, 484 5, 724 | 5, 869 10,791 8,443 8, 865 14, 822 9,173 
INGE USEC nat Ne DUSIN CSSiscsrivsccresssucyerorersnctcvonscssersovusveuens 936 3, 184 2,756 1, 080 OA Xe! 2, 270 1,977 2, 380 
Total fixed assets (Met) .........cccccsecceesecceessecssseeesserenees 7,420 8,908 8, 625 11, 871 10, 974 11, 135 16, 799 11,553 
Other assets: 
TSONE CCH IN VESLMONUS casrecsucssecsccrsnreavarcrescopaavacsescesednsesvane 400 3,001 2,505 1,688 1,048 1, 163 1,493 1,739 
UB ERIAS SCUSK esos raccsera cet skesscouccesvaveycrscaversserssdeucsensassiseswsczte - 17 62 406 186 226 473 224 
BR OLG! CUNCTIASSELS or rnveriecscsicesurdocsesscerestsnoseseSctseassccaabeacane 400 3,078 2,567 2,094 1, 234 1, 389 1, 966 1, 963 
MT Ob AIC AS BE US em crecisrencs nce cesses costsveatasscccenccccetcoscuersccenctees 19, 212 28, 650 26, 852 35,977 37,474 37, 205 67, 695 40,627 
Liabilities 
Current liabilities: 
INGCOUNESTANG NOLES! DAYADIC cncexcsreqcrescverscsnsscasssecvonreendence 1,574 1,909 1, 846 4,242 4,584 4,523 12,108 5, 336 
Fixed liabilities: 
Mortgages on fixed assets used in buSINESS ...........0006 1,707 218 502 4,202 1,433 1,931 2,244 1,477 
Mortgages on fixed assets not used in business .......... = 140 113 _ 288 236 398 229 
POL BINLIXGd MIADELIGIOG | .ce.secrcssseseccsses sucssconcvacctoacccseescesenss 1, 707 358 615 4, 202 1,721 2,167 2,642 1, 706 
Other liabilities..... ie 795 635 665 1,862 1, 454 Sea! 4,071 1,813 
Tot abiR ical MAGA 5 istcs casi cuskceacesccanst oie crueeensceencessncsocarepwereren 4,076 2,902 3,126 10,306 1, 159 8,217 18, 821 8,855 
Net worth: Proprietor’s or partners’ equity inthe business 15, 136 25, 748 23, 726 25,671 29,715 28, 988 48, 874 31,772 
Total liabilities and net worth ............c:cccceeeeee ee 19, 212 28, 650 26, 852 35,977 37,474 37, 205 67, 695 40,627 
Average net sales of stores reporting .........cuecesssreeeerere es 33, 883 33,791 33, 808 72, 204 70, 307 70, 648 152,657 76,524 
INMMDESTIOL StOTES TEDOLUIN Revere iscrnciscarsareieverece=sctecescrsacaiccanr.ce 16 68 | 84 16 73 89 54 227 
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TABLE 5. Independent General Stores — Rented — Financial Structure by Size of Business 
as at December 31, 1960 


Stores with annual net sales of 


Total 
i sizes 
Item a 
20,000 
$20,000 - $50,000 - $100,000 $20, 
49,999 99,999 and over and over 
average per store (dollars) 
Assets . 
Current assets: 
Cash on handian dim bark. cc frssveseccsorcescrcecesteviteeonsvecersiedcetasvedererscsasccvvdcccseneressvacesne 3, 068 2,885 6, 262 3, 847 
Atccountssandinotes recelvable: (Cl) Er s sccssssascescocarcystaccecceeecsusurcuceseercemmeatsvesnrssstesre 1,723 2,509 7,584 3,668 
MerchandiSe Inventory, Ci ices.cvescvcosecveveccesvasenscsvgsdvotssctsvescussoudeervatevseerséssissaveuseachtoaserves Too 12,401 27,645 15, 210 
Other Curren’ ASSECUS: s,s cscccavecacssanvaservescecssbosoiceash cesversesacoserecsdeacséudesvedarssieveveperasedesssesys 2, 126 1,093 2, 476 1,746 
Total CUrrentassets Ai Rivsnccstactstte rt cocctsscdencsdsatins candccsctdoceas atete save oxcestacavatete setecuccscs 14,469 18, 888 43, 967 24,471 
Fixed assets (net): 
Sed iMNtMe MUSING SSB eae caecsodccerrashuncaser seve sMuaitnceecoevaccscoavsvauvassotsesvodssaesteammspemenarsvce 3,829 2,389 5, 294 3,563 
Notiasedtinith eibulsine susie cyseer irsccsssveroviansetvettraverensncsecessrctedevwtssnvansascenstetesbetencense 719 4,326 2, 863 2,956 
Total fixed ASSets (Mt) nicissccoscscassscassescconssessoioseccrsssasnacsectnuasccescecvovreessaeesconsoavancs 4,548 6,715 8,157 6,519 
Other assets: 
Ons Terman VeStMents Pie.ctescsvcenccaratecdeepescascosenccvepian(necssscasaasteveacscyavsessncaenesseatecsanssas 460 423 306 401 
EMER ASSEES. Pscuvacsccsgeccncnckcsshseracecersy <avencercavascraseecnetscatcassceccastcoves scones ducnyavaveccuesdvanansces 185 407 231 300 
Motaliotheriassetsiarecccc:cscisce cacsceverstsivecsscsrrcsestetotaestvvastesacsssesevasapayeyncasevaczoansi=s 645 830 537 701 
PP OLA ASSELS) ccccecee coh eccustceestsecevascaeccessserccesteecsmaasaesetacayai sas Gostc ccasexeatdactacsuavsaccsics 19,662 26,433 52,661 31,691 
Liabilities 
Current liabilities: 
ACCOUNLS Ani DOLESIPAY ADIC.\. ccacacccennsssvcuhensicsdeusoces sues svovesseasvvsnvssuccdcestunssscteseisssuaaners 1,528 3, 147 10, 358 4,658 
Fixed liabilities: 
Mortgages on fixed assets uSed in DUSINESS ou. eeececeseseseresenee 635 1,979 4, 386 2, 266 
Mortgages on fixed assets not used in business - 353 fe 183 
Motal [Xe ASSCtS: | Tie seccsssvescrscossnensansteesansonspesecennsttges avdacdaretmnesVsrehssarsoncteseresatcesess 635 2,332 4,461 2,449 
Ob eM MPA DUETS Spb trcet caccosetursensts ccaressuratsrkcssb ticecassetocctatetcassacanevegcammeancamventence cactesettatdocnssce 494 650 3,477 Teste 
Total Wabilities o.5.focaccosecacscesysscotsees tnsvesnnceemicnetehedourceseatiesinaantenerabtashsuvadecuescveperss 2,657 6,129 18,296 8,479 
Net worth: Proprietor’s or partners’ equity in the DUSINESS ooo ceceseseseseeeeereneree 17,005 20, 304 34, 365 PE PDA 
TotaliHabilities and met Wet, piscisssscocesssssccccesseccsdecsssescvorcanesecarscuctsvacasoscacsesetcres 19,662 26,433 52,661 31,691 
Avera geinetesalesiOf StOre Sune DOTUlNG Marccaecacsaeateeerscenteteceserenesatqnaensduessxsnesereugharseursr ase 33,004 69,591 183, 842 90,581 
Numberof stores reporting ..ivviecosccs.cevsavvectssescicioscsvcadecdvcvacsoccecesaversvotetsrassscsentintearertssns 10 17 By! 
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INDEPENDENT GENERAL STORES 7 


DEFINITIONS 


PROFIT AND LOSS 


Items 


Net sales—the dollar volume of business done, Allowances and 
discounts granted to customers and value of goods returned by 
customers are deducted from gross sales, but sales of meals or 
lunches provided employees and any goods withdrawn by the 
proprietor for personal use are included. 


Purchases —are taken at invoice value less returns and allow- 
ances, cash and trade discounts. Added to the cost of mer- 
chandise are the following expenses; duty, inward freight, ex- 
press and trucking, alterations, etc. 


Cost of goods sold —determined by adding the beginning inventory 
to net purchases and deducting the ending inventory. 


Gross profit —the difference between ‘‘cost of goods sold’’ and 
“net sales’’. 


Operating expenses —all costs incurred in the year’s operation 
of a business, except the cost of merchandise. These include: 


Salaries and wages (except delivery)—payments to employees 
before deduction of income tax or unemployment insurance. 
Proprietors’ salaries or withdrawals are included in ‘‘net 
operating profit’’ in unincorporated store operations. 


Delivery —includes salaries paid to delivery men, truck repairs 
and maintenance, depreciation, licences and insurance on 
delivery equipment and supplies used in connection with 
delivery (gas, oil, etc.). 

Taxes — business, property and water taxes. Taxes collected 
for remittance to governmental bodies and income tax are 
not included. 


Insurance — annual proportion of premiums for insurance policies 
carried to protect the business. 


Rent — payments for use of business premises. 
Heat, light and power — cost applicable to year’s operations. 


Repairs and maintenance —costs incurred to keep fixed store 
assets operating efficiently (excludes capital expenditure). 


Store supplies — wrapping paper, office supplies, etc. 


Advertising —displays, window dressing and sales promotion, 


Net bad debt loss — estimated amount of uncollectable custom- 
ers’ accounts receivable less the amount recovered from 
former bad debts. 


Other expenses —telephone, telegraph, postage, bank charges, 
legal, auditing and collection fees, etc. 


Net operating profit—is the difference hetween ‘‘total operating 
expenses’’ and ‘‘gross profit’? and includes proprietors’ salar- 
ies and withdrawals before income tax deductions. 


Occupancy —the cost of maintaining and occupying a place of 
business and includes: rent, business and property taxes, 
insurance, heat, light and power, repairs and maintenance and 
depreciation. 


Non-trading income —interest earned, revenues from rentals, other 
activities, carrying charges and investments. 


Non-trading expense —interest expense, rental expense, any other 
expenses not pertaining to the business. 


Ratios 


Stock turnover —the number of times in a year that the average 
merchandise inventory is sold and replaced. The average of the 
beginning and ending inventories is divided into the cost of 
goods sold. 


Note: Each of the following ratios are expressed as a per- 
centage of ‘‘net sales’’. Consequently, it is permissible 
to make direct comparisons between these ratios. Each 
ratio represents a portion of the average net sales’ 
dollar. : 


Gross profit ratio—sometimes referred to as the ‘‘gross margin 
tratio’’ or ‘‘mark-up’’ represents the difference between ‘‘cost 
of goods sold’’ and ‘‘net sales’’. It is the portion of the average 
sales’ dollar from which the merchant meets his operating ex- 
penses and obtains his net operating profit. 


Operating expense ratios—each item of expense, as well as 
“total operating expenses’’ when expressed as a percentage 
of ‘‘net sales’’ shows the amounts of the average sales’ dollar 
required to operate the average business. 


Net operating profit ratio — the remaining proportion of the average 
sales’ dollar after ‘‘cost of goods sold’’ and ‘‘total operating 
expenses’’ have been deducted. From this amount, the per- 
centage allowances for both proprietors’ salaries and income 
tax should be deducted, in order to determine the percentage to 
sales of net returns on capital investment. 


BALANCE SHEET 


Asset Items 


Cash on hand or in bank —the amount of cash in the business at 
the end of the year, 


Net accounts receivable —all customers’ notes and accounts 
owing to the business at the end of the year less any reserve 
for doubtful accounts. 


Merchandise inventory —the cost value of merchandise on hand 
for resale but does not include store supplies on hand. 


Other current assets—includes assets which may be converted 
into cash, if necessary within a reasonably short time, such as 
Dominion of Canada Bonds and prepaid insurance. 


Fixed assets (net)—the cost value of land, buildings, furniture, 
fixtures and equipment less any reserves for depreciation, 
Separate figures are shown for assets used in the business and 
those not used in the business. 


Other assets —investments of a permanent nature not readily 
converted into cash and intangibles such as goodwill and 
organization costs. 
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Liabilities and Net Worth Items 


Current liabilities —obligations which must be paid in the near 
future (usually one year) and represent accounts payable or 
any item that may be considered as a direct lien against current 
assets, 


Fixed liabilities — mortgages secured by fixed assets and separ- 
ated, as are fixed assets, between those used and not used in 
business, 


Other liabilities—long term notes payable, accrued expenses 
such as taxes due but not yet paid, and prepaid or deferred 
income. 


Net worth — Unincorporated business —the amount invested in the 
business together with any accumulated profits after proprietor’s 
or partners’ withdrawals. 


—Incorporated husiness—net worth is shown in two 
parts: 

(1) Capital stock, which represents the share- 
holders’ investment of fully paid-up sub- 
scribed shares, and 

(2) Surplus, which represents distributable 
plus, capital surplus and earned surplus. 


sur- 


Ratios 


Current ratio — Current Assets + Current Liabilities — indicates 
to what extent the business is able to meet its current obli- 
gations out of ‘‘current assets’’, Care should be taken tc 


examine the components of current assets because over- 
stocking of inventories and overinvestment in credit sales 
(accounts receivable) can result in a stronger or more favour- 
able ratios. 


Liquidity ratio — Current Assets less Merchandise Inventory + 
Current Liabilities — sometimes referred to as the ‘‘acid 
test’’, is similar to the ‘‘current ratio’’ as a test of current 
credit strength. A ratio of 100% (or 1) is usually considered 
favourable, 


Working capital to net worth ratio — denotes the ralationship 
between ‘‘working capital’’ (current assets less current lia- 
bilities) and a proprietor’s equity in the business, That is, 
the proportion of ‘‘net worth’’ that could be realized readily 
if liquidation were necessary. 


Worth-debt ratio — Net Worth + Total Liabilities — if used in 
conjunction with the ‘‘current ratio’’. would reflect any 
weakening of the capital structure of a business through large 
loans which give a high ‘‘current ratio’’. 


Interstatement Ratio 


Turnover of total capital employed — Net Sales + Total Assets 
used in the business — provides an indication of the degree 
of management efficiency. However, this ratio should not be 
used alone because ‘‘profits’’ and not ‘‘sales’’ are the major 
criterion of efficiency. 
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VARIETY AND GENERAL MERCHANDISE STORES 


(Independent) 


OPERATING RESULTS 


1964 


INTRODUCTION 


This report is the first of its kind since 1960. During the 1961 Census of 
Merchandising and Service Establishments, data were collected on gross profit ratios 
for retail trades and these are published in Table 20, Volume VI, Part 1, of the Census 
of Canada, 1961; the small bulletin containing Table 20 bears Catalogue No. 97-505. 
These publications are obtainable from the Queen’s Printer, Ottawa. 


It is the intention to survey the trades reported on by the present bulletin every 
three years. 


The figures in this report are published primarily as a guide for retailers. The 
averages and ratios that are shown can be used as a standard against which business 
men can compare their own operating experience. Data are provided for various types and 
sizes of operations. However, it is well to keep in mind that the averages and ratios pub- 
lished here do not represent the ideal situation to be aimed for. They are merely the 
observed results of a range of operational efficiencies. Where averages and ratios are 
given for a number of size categories or a number of types of operation, a weighting pro- 
cedure has been applied to such data. These ratios are ‘‘weighted’’ according to the 
Census weights of the different sales sizes for independent stores. Data on financial 
Structure are no longer collected. 


For the next report, in addition to the type of data being made available now, it is 
intended to produce averages and ratios for stores engaged entirely, or almost entirely, in 
dealing in certain key commodities such as groceries, meat, confectionery, vegetables 
and so forth. The information on the cost of retailing specific commodities, as distin- 
guished from the cost of retailing a combination of commodities generally handled by an 
identifiable trade, will then be available. This information is often required when the 
costs of marketing various commodities are under study. 


Note: Definitions are given at the end of this report. 


ag es 


GENERAL MERCHANDISE STORES, INDEPENDENT 


The stores in this classification are primarily 
engaged in selling piece goods and/or a combination 
of men’s and women’s apparel, home wares and 
house furnishings and other lines inlimited amounts. 
Stores selling commodities covered in the definition 
for Department Stores, but not carrying either major 
household appliances or furniture are included in 
this classification. A general merchandise store 
may carry a line of grocery items but these should 
not exceed one third of total sales. This is the first 
time that general merchandise independent stores 
have been surveyed and operating results are shown 
in two tables which follow. 


Forty usable reports were received from unin- 
corporated businesses and incorporated companies. 
The gross profit for independent, unincorporated 
businesses was 23.72 per cent of net sales in 1964. 
For 1961, the Census of Merchandising calculated a 
figure of 30.0 per cent but this calculation included 
the data from incorporated companies and chain 
stores. Salaries and wages, in 1964, excluding the 
pay for delivery employees, were 7.47 per cent, 
delivery expense was 0.75 per cent, occupancy 


expenses were 6.41 per cent, office and store sup- 
plies 0.41 per cent, all other expenses 4.17 per 
cent, making total operating expenses 19.21 per 
cent. Net operating profit before deduction of pro- 
prietors’ salaries, withdrawals and income tax and 
addition of net non-trading income was 4.51 per 
cent of net sales. Taking account of non-trading 
income and expense, net profit was 6.57 per cent. 
In the detailed tables, there is a distinction made 
between stores with owned premises and stores with 
rented premises. 


In the incorporated sector of the trade, gross 
profit was 28.76 per cent of net sales. Salaries and 
wages, in 1964, excluding the pay for delivery em- 
ployees, were 14.91 per cent of net sales, delivery 
expenses were 0.60 per cent, occupancy expenses 
4.85 per cent, office and store supplies 0.61 per 
cent, all other expenses 5.53 per cent, making total 
operating expenses 26,50 per cent. Net operating 
profit, before adding net non-trading income and 
before making allowance for income tax, was 2.26 
per cent. Taking account of non-trading income and 
expense, net operating profit was 2.74 per cent of 
net sales in 1964. 


TABLE 1. General Merchandise Stores, Independant, Operating Results of 
Unincorporated Businesses with owned and Rented Premises, 1964 


Rented 
O : 
ra ek premises 
with annual with annual Total 
Item net sales net pales owned and 
of under rented 
$200,000 $30,000 - 
199,000 
Number of businesses reporting 12 5 17 
Average net sales per business 84, 740 UOT ST 83,778 
Average beginning inventory ......... 30, 219 42,557 32,591 
Average inventory, end of year..... 30, 581 39, 791 SZ ODE 
AV ETACC LCOSH Ol COOUSTSOLCiy S. iyo meu em enon ren hen tree ee eye eer 65, 538 58, 007 64, 090 
Stock tumoven(timesupeny Can) mss peer ee teem tees eee es 2. 16 1.41 1.97 
Profit and loss data 
(Per cent of net sales) 
GEOSS PEOLIG ye | oo cirececpccteccccksseeecencsccsctee Rastenss witten Moree ace ee Ree ST TNS 23. 26 25. 66 Zante 
Operating expenses: 
Employee’s salaries and wages (except Gelivery) .....ccccccccssssseeeeeeeees 6.76 10.45 7.47 
Delivery expenses (including salaries and Wages) ...........ccccccecceeeeeees . 88 - 88 Mie 
OCCUPANCYseXDEN SES Bare. .c csccoscectsacasecsse sdvcse ends seaskeccesesenee 
TARO SiG a, ccace eee Ce te ee cetera caste dcsastendeusate mete 1.15 
PYUSUUT QIN GO coos ace sere ces oars Seca ena en cocoa ees Hon AO CAG adeno Sure oes eae COINS 98 
Rent peice caus teevioseede6Guanndcasisepeveinenave cebGlewey selecutselens cles tpasige elea need aans edesies)s aelesenauseas a a 
Heat wliohthan duo Wels cee cseeetee er ter creme ene enemas 1.41 
Repairsran dam ainten anew mccnccenscccerectesteanese sarees saraonet east eee Aries 
Depreciation aulowanGesy se ctccterc:.c:evec- sacs onesevacsevsceccccnssecnsnceteceaey cremnets 2.00 
Totalueccup ancy, EXD NSC Siac cose neces sescrstecocoese encanto cee eeeaeeee 6. 29 
Office and store supplies . 34 
AO VISTUL SII Oger ete eee cee eter eee ae oe sat tects cece ones See nee tote eee eee -63 
Net loss on bad debts ......... 49 
‘Allvother expenses vcr ne ee ena 2.85 
Total: operating GxXPenS @S3275.de dee. ccccssvarsaccssasceesecevtoreesteusaatesteosthe 18. 24 
Net: operating: profits oka cschec resco stecas rks scseak ces soone Ro taeectcavas dcsaeadcetees 5.02 
INON=trad Ine INC MC three see eee eee neces Ser ne ee ee 2.58 
Non-trading expens eaiis)) eo) See es ee) eens ere ne ee .19 
Net profit before deduction of proprietors’ salaries, withdrawals and 
income tax 7.41 


TABLE 2. General Merchandise Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy, 
(Unincorporated Businesses), 1964 


Owned premises with Rented premises with 
annual net sales of annual net sales of 
Total 
Item owned and 
$50,000- | $200,000 otal $100,000- | $500,000- rad henkes 
199,999 and over 499,999 and over 
| as 
INUMDET" Of DUSINESSES TEPONUANE) ci.csccscescvestrececevacultawaeeecess 6 7 13 5 5 10 23 
AVeTASE MCU SALES PEN DUSINESS! %.cac.cvecsvancsocavevoasuenecesessucee 142, 854 858, 086 781, 473 285, 353 1, 211, 920 925, 696 872, 892 
Avetage besinning INVENtOryes: 22.5. ccc.cccdehelese.ceesestaecceese ste 64, 483 205, 830 190,689 105, 029 233, 782 194, 009 192,793 
AVeETALE INVENTOTYs CNG Of Year ea cccccasssiscicessenssesete esses 64,973 222,748 205, 848 102,993 233, 546 193, 217 197, 842 
ViETAD CL COSHOM SC OOUSIS OLG Grgensccunsa secvciisstsayavadaarasccnveedvaeiens 109, 184 576, 943 526, 838 212,917 867, 456 665, 264 614, 582 
BcCOCK, PUMOVEN (HIMES POl VOAT): eel ccsiocececedescoavevereoncosessevaces 1.69 2.69 2.66 2.05 Stet 3.44 8415 
Profit and loss data 
(Per cent of net sales) 

GR OSSIDIOLLU Mer pene ace soe ce en avs ce eas as ac 23.53 31.78 30.90 25.65 28.35 Dla Ey 28.76 

Operating expenses: a 
Employees’ salaries and wages (except delivery) ....... 14.06 17.67 17. 28 11.85 14.31 13.55 14.91 
Delivery expenses (including salaries and wages)...... Ea Pal; .19 39 1.03 . 83 .60 

Occupancy expenses: 

UI. a Ke SHR Ree eR OE a ee Renae ee oe 69 1.05 1.01 29 +35 33 - 58 
EISEN Ce mantapeaetts stvierecsals. Bec se ad watece ocean wast mcndows eaCAN | - 67 ~42 45 -51 +37 42 +43 
BEBO M UG capemeancrtee katana 2a vu baie S’a eh cP san cuukosvesiess ckvevazasvvecssoressenters - = - 3.79 2.92 3.19 2.02 
PRCAM I LIGHG BUG IPOWCR: cyccccciiccecs ceckeccccseducsusesuvececeetouseedds ah, OG . 59 -93 - 38 shay} - 56 
RBNSTSr AN MalNtENnan Ce ia... cnc, accasreneeesa*esneonsscasnesesshep -14 76 .69 yey . 30 ane iT | 49 
DEPHCCIAU Ol ALLOWANCES oss csccicaccoectoqesescesanernasdeavdvete 68 1. 20 ewlt5: 29 67 coo Sad 
Total occupancy CXPeNSES .................cceceeeseseseeeseeeee 2.88 4.01 3.89 6.33 4.99 5.41 4.85 
Ofiiceangistore: SUPDILES Fo casscseussace eesseescereeastecvsvasvanstge . 34 -69 .65 -41 .67 .59 -61 
VY OD ET SIN 0 ce tecntere eee ease he Ae Rese BbeSinieosnerstooikihiinestsdnacnaseonnse . 98 1.95 BO) 99 2.83 2.26 Pes al 
DEG TLOSS OMNIA ODES oo. vc sicnceanccasncunsonsheasaersnensouesensnebieke - 40 220 .29 oie -37 .30 . 30 
PURSUE EUS ADOT GOS | (chivas aysce> ue uopsadavexnxvies st esnaxtrasevaavepanaeiags 2.82 3.14 Sea 2.95 3.20 chalky) Seles 
Total operating EXPENSES .............. cece teens 21.84 27.91 27.26 23.05 27.40 26. 06 26.50 
INGE ODOEALINE DIOTIO 2hc8.. Povcien cco cckacBeeresagevcevncecacvas 1.69 3.87 3.64 2.60 95 1.46 2.26 
ROME CCCIT CONN 2 oe, cadadocstbbasicavaastiedeadasnvdnascenvésseartn . 56 -47 - 48 09 -98 ono -62 
INOMELACIMEMOXDCHISE: fcc cccsonddeststocetsneseasestehesacethes fvccueciscssuens — OZ - 02 - «31 vol 14 
Net profit before allowances for income tax ................ i 2-20 4.32 4.10 2.69 1.62 1.95 2.74 


GENERAL STORES, INDEPENDENT 


The stores in this classification are usually 
located in rural communities and engaged in selling 
dry goods or apparel with groceries amountingto one 
third to two thirds of total sales. In addition such 
establishments must show sales for at least one of 


the following subsidiary lines: hard goods (hard- 
ware, farm implements, building materials, house- 
wares, household appliances, furniture, etc.), feed, 


fertilizer, gasoline and lubricants. 


Four hundred usable reports were received from 
unincorporated businesses and incorporated compa- 
nies. The gross profit for independent, unincorpo- 
rated businesses was 16.02 per cent of net sales in 
1964 compared with 15.38 per cent in 1960. For 
1961, the Census of Merchandising produced a fig- 
ure of 17.0 per cent but this calculation included 
the data from incorporated companies and chain 
stores. Salaries and wages, in 1964, excluding the 
pay for delivery employees, were 3.52 per cent of 
net sales compared with 3.14 per cent in 1960. De- 
livery expense was 0.95 per cent (0.69 per cent in 
1960), occupancy expenses were 3.64 per cent (3.44 
per cent), office and store supplies 0.32 per cent 
(0.33 per cent), all other expenses 1.93 per cent 
(1.77 per cent). Total operating expenses were 
10.36 per cent (9.37 per cent) and net operating 
profit, before deduction of proprietors’ salaries, 
withdrawals and income tax and addition of net non- 
trading income, was 5.66 per cent (6.01 per cent). 
Taking account of non-trading income and expense, 
net profit was 6.21 per cent of net sales compared 
with 6.65 per cent in 1960. In the detailed tables 
there is a distinction made between stores with 
owned premises and stores with rented premises. 


For the first time data were collected from in- 
dependent stores operated by incorporated com- 
panies. For all stores the gross profit was 19.29 
per cent of net sales. Salaries and wages were 
9.54 per cent, delivery expense was 0.79 per cent, 
occupancy expense was 3.37 per cent, office and 
store supplies 0.43 per cent, all other expenses 
2.99 per cent, making total operating expenses 17.12 
per cent of net sales. Net operating profit, before 
adding net non-trading income and before making 
allowance for income tax, was 2.17 per cent of net 
sales. Taking account of non-trading income and 
expense, net profit was 2.79 per cent. A distinction 
is made in this category also between stores with 
owned premises and Stores with rented premises. 


At the end of this section, data are given for 
co-operative associations operating general stores. 
Usable reports were received from 91 stores. Gross 
profit was 16.58 per cent of net sales. Total operat- 
ing expenses were 14.08 per cent and net profit, 
after taking account of net non-trading income and 
expense, was 3.45 per cent of net sales in 1964. 


TABLE 3. Operating Results of Independent General] Stores, 1954-64 


Item 
1954 
GLOSS Srl Cec eee eon e nossa dcaewaude cow easiouigeeeieeesastens pe 14. 92 
Operating expenses: 
Employees salaries and wages (except delivery 
EMPLOYEES) A.5. Ae. sees este eee neater ne te araosstecte 3.74 
OCCUPANCYAEKXDENSEC wresec-ceresecceosesececers stan cecarrer ensues nc 2.96 
Officerand stores suppliicSawee reeset sc see sess tecenencoreeseee 0.39 
TAVOEUIUS IN re eee ea ah cere sce sea bs eveuasvanc asa cocee MuereeeevoeS 0. 26 
ADIPOCNEreEXDCNSEIS eeeccwerss saseeseceseaectete eas cae oe taeweesssteee 1.89 
Total operating ExPeNSeEsS ................cccececeeeeeceeeee ee 9. 24 
Net operating profit before deduction of proprietors’ 
salaries, withdrawals andincometax and addition 
OfenetNonsclLadiMesine OMCs ewe west cents 5.68 


; ; Incor- 
Unincorporated businesses porated? 
1956 1958 1960 1964 1964 

per cent of net sales 
15.16 14.81 15.38 16. 02 19. 29 

Ss) She 15) 3.14 By 9.54 

3.07 32k5 3.44 3.64 Snel! 
0.41 0.35 0.33 0232 0.43 
0.30 0. 29 Ons 2 Oh ot 0.50 

1.94 2.09 2.14 Pe Lit 3228 

9.00 9.03 9.37 10.36 aig Ls 

6.16 5. 78 6.01 5. 66 Pe Wy 


1 Please refer to detailed table following for data on incorporated Consumer Cooperative Stores. 
2 Net operating profit before addition of net non-trading income and allowance for income tax. 


Note: These ratios are ‘‘weighted’’ according to the Census weights of the different sales sizes for independent 


stores. 


TABLE 4. General Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 
(Unincorporated Businesses), 1964 


Owned premises with.annual net sales of 


Item 
$10,000 - $20,000 - $30,000 - $50,000- | $100,000- | $200,000 - Total 
19,999 29,999 49,999 99,999 199,999 499,999 
Number of businesses reporting 24 36 55 114 64 16 314 
Average net sales per business 14, 896 24,085 41, 248 Tao DUIS) sk 72} 201g 182) 99,590 
Average beginning inventory ...... 5,019 7,603 9,308 16, 260 23,908 42, 286 18,852 
Average inventory, end of year .. 4,700 Eat 9, 380 16, 884 24, 449 46, 307 19,661 
Average cost of goods sold ........ 12, 246 19 33K 30,600 59,817 116, 506 226, 229 83,906 
Stock turnover (times per year) Pa 2.01 Papas) 3. 61 4.82 Ey it 4. 36 
Profit and loss data 
(Per cent of net sales) 
MAE O SS OLO UNG Meera. wept ree oe chico oe eet see os va gis sacs eves seaenp ca 0eBsoetas Sunauire hauaNs «aah ee 17. 79 ER fal 14, 29 15.96 16.02 15.33 1on9% 
Operating expenses: 
Employee’s salaries and wages (except delivery) .........ccccecceseeereteeee OPA Zea 1.94 2. 29 4.31 5. 88 3. 43 
Delivery expenses (including salaries and WageS) .......ccccccseccceceeeeseeeee 74 it oly carga 90 1. 14 91 95 
Occupancy expenses: 
RAK C Seen RI RR MEER ne cs Sasunearahtedd coc annteter persed ac ep sechetenearac cs Meer eReeeS 1. 10 82 17 . 60 47 45 .62 
Insurance 90 73 64 now 48 43 On 
RONG cee etic aisrccanes = = = = = = — 
Heat, light and power .... 2. 20 1,54 1.14 .93 76 oull) 1.01 
Repairs and maintenance . woe 42 +09 . 46 41 eh) 47 
DEPReCiavionallOWaAN CCS.» vn. 0b. ceetuasesscacsnceut- oot eteeoncssess Rear terest oses sentsehoom . 60 67 . 89 . 94 95 1. 39 ~ 96 
Total, OCCUPANCY EXD CNSES (co. sooees- sees seses soe eee saves Cleese ee seeacnetseateart 5.51 4. 18 4.03 3.50 3.07 Bay 3.63 
OC OSANMESEOTOISUDE MICS, risscuns) vatatedain pe oostas bo tee eaks- orumevan hbsanichaawessedarely at oo 48 zon . 28 pot pees) oe 
AGVEDULS IN Swe sac. cs..04 tees. pas) 220 R27 pesiB) Al .42 . 30 
Net loss on bad debts . » 43 69 - 63 oo ee) am li) . 38 
All other expenses. ................ 1.93 1. 38 1. 40 re | 1.07 Ag 1. 28 
TM OtAOPETAUINE CXDERSOS oases coceaavcedeaevasaasaky santas locpianncatsrsdasnaseu cons 10. 32 10. 36 9, 25 9.88 10. 49 12. 39 10,29 
INGb ODOR AGLI Se DIO UNG, c-cecs cesses csssssncesesees cepssunasthasctesacdeveursensdier suvtosseaness 7.47 9.35 5.04 6.08 bis Bi 2.94 5. 68 
Non-trading income 1.59 1. 61 LOK . 64 . 29 . 68 Autti 
Non-trading expense .42 ~ 44 . 16 ez HOW = A 713 
Net profit before deduction of proprietors’ salaries, withdrawals and 
PROSE MING Lee Reeree pat eda cau chests e css aes ny esau nanos oi svpusacSban ns Uades ananouwoscieaceesveraacteane 8.64 10.52 5.95 6. a 5.81 | Sook 6. 26 
Rented premises with annual net sales of Total 
1 owned and 
rented 
$30,000 - $50,000 - $100,000 - $200,000 - Total 
49 ,999 99,999 199,999 49975999 
+ } 
Number of businesses reporting 3 w Uf 4 23 337 
Average net sales per business 48, 526 77, 539 166, 372 267, 589 133,919 102, 206 
Average beginning inventory ..... 9, 153 12, 766 34, 139 46,714 24, 844 19, 309 
Average inventory, end of year 8, 382 14,003 39, 477 48, 266 25, 781 20, 127 
Average cost of goods sold ....... 41,057 66, 309 137, 120 219, 648 111,032 85,973 
Stock turnover (times per year) 4. 68 4.95 3,94 4.63 4.39 4. 36 
Profit and loss data 
(Per cent of net sales) 
GE DSS STOEL LGM ee ete eats ea dsbisg das uc dae daw nds vw ata cuceeseemaer sw esopaugeeeannva se 15.39 14. 48 17.58 17,92 16.58 16.02 
Operating expenses: 
Employees’ salaries and wages (except delivery) 5.01 4.04 4.40 5.90 4.55 3.52 
Delivery expenses (including salaries and wages) -90 1. 67 +92 . 30 .99 95 
Occupancy expenses: 
Taxes - 30 . 16 0 28 5 FA8) ee , 09 
Insurance . . 49 . 28 haw «42 ao . 56 
Rent ato tate tener. ceete gc. 1.42 Toit 1.57 1.05 1. 46 of i! 
Heat, light and power ...... mice -63 . 50 + 59. . 64 98 
Repairs and maintenance Siiss .09 30 17 e832 . 28 . 46 
DEP CIATLOMPA LOM AN COS ccc sc sencaycerer ac acea cacao stun sae swtvenicowal ess aver eu vatuplasticas 07 56 89 Cte - 63 .94 
Total OCCUPANCY EXPENSES -...255..2--.-- cose gence ec censeee ceureyeveceeancredeneenies 3.12 3. 10 3.75 3.50 3. 60 3. 64 
@DLGECEHANACSEOTE SSUDDIIGS lecces cures sprteete one naeceverscah codes Tuna Detncdwispstatsoseagacuenetes? . 24 31 . 38 62 Patt 132 
Advertising ............. - 15 25 An) .92 - 46 od 
Net loss on bad debts . + 20) 09 Sots O01 - 16 36 
All other expenses................. . 49 76 1.14 1. 70 15,05 1. 26 
Total iqperavinerex Pens Scans scan se descceseseotinectenseesees ocean 10.11 10, 22 11. 41 12.95 11. 18 10. 36 
ING toperatiin es EO tht cescccasce cu Norwest acute sven nesuessttactenon tate sonbacaionseasaegees 5. 28 4. 26 6.17 4.97 5. 40 5. 66 
BARING? DIC OMI are arse dere yececebicee ess oo ane sciinesinaviaur sda seenasupeyauweacesatcascennead rain - 05 _ . 86 18 JON, 
Non-trading expense . Sconce sb cad RRP OIRO EASECED Che SORSCRE EERE EDLC PRE 0 == = ad — = oe 
Net profit before deduction of proprietors’ salaries, withdrawals and 
HUSVROV SATE Cc Aipor ee cce Sir cerc EET | PCE ERROR EOD Set CGR OTTO TC PRE CEREEEP CCE cc ORL Coco EMEC OES 5. 28 4.31 6.17 5.83 5.58 6. 21 
— 


TABLE 5. General Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 


=10k= 


(Unincorporated Businesses), 1964 


Owned premises with annual net sales of Rented Pe a = Total 
Item ipa! i gh owned and 
$50,000 - | $100,000 - | $200,000 - | $500,000-] $1,000,000] Total | $100,000-|$200,000-} ora, | Tented 
99,999 199,999 499,999 999,999 and over 199,999 499,999 
Number of businesses reporting ........ eee 11 ‘al 14 3 5 48 5 if 15 63 
Average net sales per business... 69,981 156,790 | 337, 867 697,700 | 1,557,039 | 504, 601 150,162 | 367,436 | 259,791 | 465, 786 
Average beginning inventory ....... 20,917 37, 874 67, 503 123, 726 332,001 | 102, 684 28,945 69, 428 50, 372 94, 390 
Average inventory, end of year 20, 167 38,989 70,728 123) 030 371,638 | 109, 252 29, 192 72, 882 52, 189 100, 205 
Average cost of goods sold ...... 56, 387 128, 545 270,961 | 550,532 | 1, 251,366 | 404,909 120,630 302, 884 | 213, 295 3735 UUL 
Stock turnover (timeS Per year) ...-.16-..seecseeeseve ens 2.74 3.34 3292 4. 46 3.56 3.81 4.15 4. 26 16 3.84 
Profit and loss data 
(Per cent of net sales) 
Gross: prolitix... £580 cone eri tise ae 19.43 18.01 19. 80 21.09 19. 63 19.55 19. 67 17.54 17.93 19. 29 
Operating expenses: 
Employees’ salaries and wages (except de- 
LEVOT Yosh cake cnet nad chee cote rem ees teeeees 10. 37 9.87 8.74 10. 28 9.83 Ones 11. 83 8.34 9.61 9.54 
Delivery expenses (including salaries and 
WA ZOS) ey renntys cio oo createed ls Oaeecen hough gees eeee .47 527 . 80 EPA 99 76 1.06 -98 ~94 ~719 
Occupancy expenses: 
TaKxeS2s howe Ja .nichesnetks Santos is eae aera woe 703 133 . 24 . 36 . 38 m0. . 29 . 36 Agi! 
Insurance. 92 52 63 . 56 . 48 59 . 49 Oe Oe . 58 
Rentitin iresass rt eectcnsees — _ - = ~_ — 1. 14 . 69 1.02 ° 16 
Heat, light and power .... 1. 18 .67 162 . 68 . 66 . 69 78 Bet! . 68 69 
Repairs and maintenance .. 5B mao 67 +33 -61 47 - 20 - 28 . 24 «43 
Depreciation allowances........ tees 96 1. 26 1.61 1. 48 Leo 41 rhe 54 1.14 
Total occupancy expenses ..................... 4.16 2.91 3.51 3. 42 Ay SS) 3. 38 Sro2 3.07 3. 36 Se) 
Office and (store Supplies... wk acorn . 28 oe ae «06 67 41 . 46 .5o9 ~o2 43 
AGVETISIN GS 2 ha ishemeccnmece 246 Soe “474i 1, 29 cat +52 #22 44 . 38 . 00 
Net loss on bad debts ..... ey oats . 718 . 30 5) 247 230) 736) wae 245 
All other ExXpenSes? 2. hiaes de coecscc ss eeeaeee s 1.41 1.95 2. 16 2. 46 2.47 2. 14 1. 89 1. 36 1.54 2.04 
Total operating expenses .................05 16.97 15.80 16.58 19.52 18.51 17. 21 19. 38 15.14 16. 68 17. 12 
Net operating profit ............00.......0cscccseeeeee 2.46 Zeek 3.22 1.57 112 2. 34 ore) 2.40 1. 25 Zul 
Non-trading income ............... ey, .62 . 78 99 1. 24 . 88 Oo .08 + 29 .79 
Non-trading expense re LG 207 26 . 24 OS . 20 — - =~ o Wh: 
Net profit before allowances for income tax. | 3. 62 2.76 3.84 2. 32 1.83 3.02 91 2. 48 1.54 2.49 
es 
TABLE 6. General Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 
(Co-operative Associations), 1964 
ka Owned premises with annual net sales of 
Item 
$50,000- $100,000 - $200,000 - $500,000 - $1,000,000 Total 
99,999 199,999 499,999 999,999 and over 
Number of businesses reporting 7 22 20 21 18 91 
Average net sales per business . 72,895 150, 127 BOT, ocd 666, 295 1, 414, 789 430, 628 
Average beginning ..............::e10 19,922 Pa bOpote 101,064 191,511 66, 164 
Average inventory, end of year 20, 667 27,476 51,860 107,933 203, 603 69, 470 
Average cost of goods sold .................4. 61,528 128,053 255, 185 551,346, 1, 138, 987 354, 565 
Stock turnover (times per year) 3.03 4.69 4,99 5. 28 Dea 5. 23 
Profit and loss data 
(Per cent of net sales) 
Gross: Drolite yc .cetew. Sh ses Stee hc Se esa naas eens 15. 59 14. 70 17. 02 17, 22 19. 49 16.58 
Operating expenses: 
Employees’ salaries and wages (except delivery) ....... 8. 50 Thats eos 8.31 9.76 TG 
Delivery expenses (including salaries and wages)....... Baill - 40 . 44 weg Par |e aay? 
Occupancy expenses: 
Taxco 3 5 Os Were weet. oe emer nee cee Oe eee 41 . 56 49 OS . 67 OS 
Insurance. 67 ook 40 .34 26 42 
FUOING 5. fcca fe vdheny eaten — - - — — —- 
Heat, light and power ... .85 .74 eon) - 60 EAT +67 
Repairs and maintenance . . 34 . 28 . 29 wok . 34 . 30 
Depreciatlomatlowanc sincere m ete cccnces cxsanc oseantete een cvacae 62 1.00 1, 19 135 1.43 Lids 
Total occupancy EXPENSES .........-.-..-cccceeeteceeeeseeeeees 2.89 3.09 3.00 3.13 3.37 3.06 
OMiCe and STORE TSUPOMES ee enacts rons cates parset sos tstaaaeens 27 13% . 34 44 oo Ast) 
FAA VENiISiN Gah. eine secre: . 40 Rapes) . 30 47 ROMA ao 
Net loss on bad debts . _ . 18 FOr oa .03 “10 
All OUHCF CXPONSEG 25- co steces caiptevabiden Boca sta canner enn een eas ruse 1.76 1.56 1,80 1. 68 2.32 1.75 
Total operating CXPENSES &..2......- 0s. cenecdeceendeeceecenes 13.99 13. 00 13. 48 14.94 17. 36 14.08 
Net operating profit 1, 60 1, 70 3.54 2. 28 2,13 2.50 
Non-trading income ............ 27 1.00 hei 2. 18 2. 22 1,56 
Non-trading expense — aul 1.06 mur iY Asis | 
Net profit before allowances for income tax ..........:..::000005 1. 87 2.58 4. 23 3.76 3.81 3. 45 


= ie 


VARIETY STORES, INDEPENDENT 


Variety stores are Sometimes known as ‘‘five- 
cent-to-a-dollar stores’’, or some such designation 
indicating the merchandise sold is in the low price 
ranges. Usually a wide variety of merchandise is 
carried but as a rule no furniture or major household 
appliances are sold which is a feature to distinguish 
variety stores from department stores. They are also 
distinguishable from general merchandise stores be- 
cause the emphasis is on a cash-and-carry basis, 
low prices, and merchandise displayed openly and 
selected directly by the customers. 


For the first time data were collected from in- 
dependent variety stores operated by unincorporated 
businesses and incorporated companies. Over 60 
usable reports were received. The gross profit for 
independent, unincorporated businesses was 27.87 
per cent of net sales in 1964. The 1961 grossprofit 
figure shown by the Census of Merchandising of that 
year was 34.5 per cent (see 1961 Census Bulletin 
6.1—5) but this was for all variety stores, including 
chains and stores operated by incorporated com- 
panies. Salaries and wages, in 1964, excluding the 
pay for delivery employees, were 7.77 per cent of 


net sales. Delivery expense was 0.33 per cent, oc- 
cupancy expense 5.94 per cent, office andstore sup- 
plies 0.63 per cent and all other expenses 2.98 per 
cent, making total operating expenses 17.65 per 
cent of net sales. Net operating profit, before de- 
duction of proprietors’ salaries, withdrawals, and 
income tax and addition of net non-trading income, 
was 10.22 per cent. Taking account of non-trading 
income and expense, net profit was 10.75 per cent 
of net sales in 1964. 


In the incorporated sector of the trade, the 
gross profit was 30.37 per cent of net sales. Sal- 
aries and wages, excluding the pay for delivery em- 
ployees, were 14.09 per cent, delivery expenses 
were 0.06 per cent, occupancy expenses 6.27 per 
cent, office and store supplies 0.60 per cent, all 
other expenses 4.11 per cent, making total operat- 
ing expenses 25.13 per cent of net sales in 1964. 
Net operating profit, before adding net non-trading 
income and before making allowance for income tax, 
was 5.24 per cent. Taking account of non-trading 
income and expense, net profit was 5.30 per cent of 
net sales in 1964. 


TABLE 7. Variety Stores, Independent, Operating Results by Annual Sales Volume and Type of Occupancy 
(Unincorporated Businesses), 1964 


CS ee ee ae eg a ec as 
Owned premises with Rented premises with 
annual net sales of annual net sales of 
Total 
Item ili arater | owned and 
$10,000-|$ 50,000-| ropa) | $30,000- | $50,000- |$100,000-| p44) cepted 
49,999 | 199,999 ota 49,999 99,999 | 499,999 Ole: 
+ + 
Number of businesses reporting 9 16 25 6 11 21 46 
Average net sales per business 34,995 95, 200 76,614 36,471 69, 236 132,319 74, 433 75, 584 
Average beginning inventory........ 10, 060 17, 506 15, 207 11, 144 20, 949 28, 336 19, 937 17,441 
Average inventory, end of year. 10, 684 205.208 17, 299 11,627 19, 989 24, 488 18,724 LER TZ 
Average cost of goods sold.......... Dogeta 70, 026 56, 210 26,685 48, 334 96, 250 5a e161 54, 770 
Stock turmover (tiMES Der VEAL) 2.2... cccoscdesereececeeesdeadeceneses 2.44 3291 3.46 2.34 2.36 3.64 pea 3.09 
Profit and loss data 
(Per cent of net sales) 
GLOSS PIOLIE JER A ee ee ee eee eine. che nee tenes 28.94 - 43 27.21 26.83 30. 19 27. 16 28.60 27.87 
Operating expenses: 
Employees’ salaries and wages (except delivery)...... 5.93 .04 Too Dalia 9.39 8.59 8.21 ToT 
Delivery expenses (including salaries and wages) .... 36 noth .o7 67 = .42 20 233 
Occupancy expenses: 
DAKO See RA CM scutes aaiaasroay cata rails nave ox cane snar here ONE Tis 2 kG . 88 . 48 ~32 BAS) «on .64 
Insurance ateitl 70 ais) -66 ot .34 .44 .60 
Rent de ee coer, - a - 4.93 4.27 Shee 4.34 2.05 
Heat, light and power..... 1.30 .80 . 96 abe . 86 . 66 718 88 
Repairs and maintenance... = .54 Sith . 70 r32 i ¥ 15) 230 aay) 
Denreciatronuallowance si. ie tice ace lees 1.18 . 60 1.47 -63 97 1. 48 209 1.24 
Totalvoccupancy @XPENSES. ...... 5....;ssecee-adennes sczsteseoee 5. 04 . 63 4.76 7.74 7.11 6.95 4.23 5.94 
OPi@erenaESLOLe SUDDITCS -—ts ceo se ence cusceteyites vaaaee -59 -65 .63 ~35 mitts) .69 .62 -63 
IAC VOTETSIN 2 crete ee eat noe .o3 OS 44 . 46 «36 - 43 - 48 
Net loss on bad debts . .07 - .02 - . 04 = .02 .02 
AICO CIHeS DONS GS 5 col Ra seer, Aer ua cete sy 1.85 .84 2.54 1.80 PS 1 2.45 2.42 2.48 
Total operating expense, ..0o....... cece eeeevees 14. 36 . 06 16. 23 16.72 20. 48 19. 46 19. 23 17.65 
ING LOR CLAULIE IT OLN Ci tree reree ee cece ote eee 14. 58 Ow, 10. 98 10.11 9.71 7.70 9.37 10. 22 
NOnstraain e- AN COM Ca ha, crecst cache setaneerraenceanittase nen aneare . 96 .30 Fo . 50 .91 Seal . 66 .58 
NOnEtTAGINEXOX DENS Ce maere newt arene eee eo pecenee poate tens - -0) .O1 - nod - Pip iat .05 
Net profit before deduction of proprietors’ salaries, with- 
CAW ALS TaD GsINICOME StAX yet csee.ce.aseete ce oeees eeneeias tee seis 15. 54 . 66 11. 48 | 10.61 10.41 8.01 9.92 | 10.75 
HN} 


Sor 


TABLE 8. Variety Stores, Independent, Operating Results by Annual Sales Volume and 
Type of Occupancy 
(Incorporated Companies), 1964 


Item 


Number of buSineSSeS reporting... ceeececeseeceeeaneeeee 
Average net Sales per bUSINCSSyeies setts. toe ee 
AVeCTAS Se DECIDING oN ViClUORY mene sceeeeates nce ce ee aaeeereen 
Average inventory, end Of year...........cccceescssseseseseeeeees 
AVCTALC COSt Ol tOOdS SOM. esse ee teneenas senetaceteeeeees 


Stock turnover (timeS per year) .....<..cccoceccececceedeccovseeess- 


Profit and loss data 
(Per cent of net sales) 


GOSS DUOLIG (ete cect atte een oe eras ces 
Operating expenses: 
Employees’ salaries and wages (except delivery).. 
Delivery expenses (including salaries and wages) 


Occupancy expenses: 


Meat witehteandspOwer | seseeerccac sae merc coerce 
FVCDAINS gal GimNalnvenan CCmeee ee ena eee ee antennas 


Depreciation allowances 


Total occupancy expenses 


OfiIicerandrstOlresSUDD CS wer es eeent a nnen een 
AGVGRERS LIVE toe Bek. Bette 8 ack cess canes toes mies centeee teens 
Net loSstonibagide bts ceases ssssiesare area ea ne ane 
All othemexp enS Siem. cer. siecceveenteea setttasesc secs .ee eee 

Total operating expenses 


Net operating, Prolite me ene cctece ree eee st 


Non-trading income 


Non-trading expense 


Net profit before allowances for income tax 


Owned premises 
with annual 
net sales of 


$200,000 - 


499.999 | Total 


$100,000 -| $200,000 - 
4995999 


199,999 


Rented premises 
with annual 
net sales of 


3 4 


323, 107 
73, 434 


293, 854 
69,016 


88,651 | 82,896 
229,193 | 208,595 
2.83 2.75 


29.07 28.89 


13. 46 13.96 


. 08 07 
- 80 81 
. 40 48 
39 . 44 
30 34 
1.41 1.62 
3.30 3.69 
. 08 52 
. 40 37 
4. 20 4.10 


22.02 22.71 


6 
144,512 
38,112 
37, 405 
101,654 

2.69 


29. 66 


13. 20 


iw) 
cS 
Oo 


22.72 


3. 


32. 


14. 


25. 


7 


291, 111 
58, 209 
64, 323 
195, 953 


20 


69 


Total 
owned and 
rented 


15 8) 

177, 590 215, 260 

42,920 51,375 

45, 165 57, 390 

121, 548 149, 751 

2.76 2.75 

31. 08 30. 37 

14.15 14,09 

.05 . 06 

- 46 -o7 

pad seg 

3.99 2.70 

qed 62 

. 66 - 56 

1. 20 1.33 

7.51 6. 27 

. 64 60 

1.33 1.02 

.O1 .O1 

2.60 3.08 

26. 29 29. 13 

4.79 5. 24 

. 08 11 

.07 -05 

| 4. 80 5. 30 
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DEFINITIONS 


PROFIT AND LOSS 


Items 


Net sales—the dollar volume of business done. Allow- 
ances and discounts granted to customers and value of 
goods returned by customers are deducted from gross 
sales, but sales of meals or lunches provided employ- 
ees and any goods withdrawn by the proprietor for 
personal use are included. 


Purchases—are taken at invoice value less returns and 
allowances, cash and trade discounts. Added to the 
cost of merchandise are the following expenses; duty, 
inward freight, express and trucking, alterations, etc. 


Cost of goods sold—determined by adding the beginning 
inventory to net purchases and deducting the ending 
inventory. 


Gross profit—the difference between ‘‘cost of goodssold’’ 
and ‘‘net sales’’. 


Operating expenses — all costs incurred inthe year’s oper- 
ation of a business, except the cost of merchandise. 
These include: 


Salaries and wages (except for delivery employees) — 
payments to employees (wages, salaries, bonuses, 
payments for leave, payments in kind) before deduc- 
tion of income tax or unemployment insurance. Pro- 
prietors’ salaries or withdrawals are included in 
“net operating profit’’ in unincorporated store opera- 
tions. 


Delivery —includes salaries paid to delivery men, truck 
Tepairs and maintenance, depreciation, licences and 
insurance on delivery equipment and supplies used 
in connection with delivery (gas, oil, etc.) 


Taxes — business, property and water taxes and licenses. 
Taxes collected forremittance to governmental bodies 
and income tax are not included. 


Insurance—annual proportion of premiums for insurance 
policies carried to protect the business. 


Rent— payments for use of business premises. 


Heat, light and power—cost applicable to year’s opera- 
tions. 


Repairs and maintenance—costs incurred to keep fixed 
store assets operating efficiently (excludes capital 
expenditure). 


Depreciation—Write-offs for the year of fixed assets 
used in the business only, or rates authorized by the 
Income Tax Department. 

Store supplies— wrapping paper, office supplies, etc. 


Advertising — displays, window dressing and sales pro- 
motion, 


Net bad debt loss— estimated amount of uncollectable 
customers’ accounts receivable less the amount re- 
covered from former bad debts. 


Other expenses—telephone, telegraph, postage, bank 
charges, legal, auditing and collection fees, etc. 


Net operating profit—is the difference between ‘‘total 
operating expenses’’ and ‘‘gross profit’’ and in the case 
of unincorporated businesses includes proprietors’ sal- 
aries and withdrawals before income tax deductions. 


Occupancy—the cost of maintaining and occupying a 
place of business and includes: rent, business and 
property taxes, insurance, heat, light and power, re- 
pairs and maintenance and depreciation. 


Non-trading income—interest earned, revenues from rent- 
als, other activities, carrying charges and investments. 


Non-trading expense —interest expense, rental expense, 
any other expense not pertaining to the business. 


Ratios 


Stock turnover—the number of times in a year that the 
average merchandise inventory is sold and replaced. 
The average of the beginning and ending inventories is 
divided into the cost of goods sold. 


Note: Each of the following ratios are expressed as a 
percentage of ‘‘net sales’’. Consequently, it is 
permissible to make direct comparisons between 
these ratios. Each ratio represents a portion of 
the average net sales’ dollar. 


Gross profit ratio— sometimes referred to as the ‘‘gross 
margin ratio’’ or ‘‘mark-up’’ represents the difference 
between ‘‘cost of goods sold’’ and ‘‘net sales’’. It is 
the portion of the average sales’ dollar from which the 
merchant meets his operating expenses and obtains his 
net operating profit. 


Operating expense ratios—each item of expense, as well 
as ‘‘total operating expenses’’ when expressed as a 
percentage of ‘‘net sales’’ shows the amounts of the 
average sales’ dollar required to operate the average 
business. 


Net operating profit ratio—the remaining proportion of the 
average sales’ dollar after ‘‘cost of goods sold’’ and 
“total operating expenses’’ have been deducted. From 
this amount, the percentage allowances for both pro- 
prietors’ salaries and income tax should be deducted, 
in order to determine the percentage to sales of net 
returns on capital investment. 
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